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chapter i 
Executive Summary 



Introduction 



V 05 A??" ,! U ^ I L eSCnbCS *• work P erf °™ed the final phase of the 

Iowa/Nebraska f EFT Project Iowa and Nebraska were assisted in this project by staff from 
Poucy Studies Inc. (PSI). This phase of the project investigated employer use of direct 
deposi to make payments of child support withheld from wages. The investigation, which 
took place between June 1991 and March 1992, had three goals- 



Test national standards 



In tie Spring of 1990 a working group was convened by the Federal Office of Child Support 
Enforcement (OCSE) to develop national standards for the computer file that h 2d£ 
£nlt P H SU ^«WwkHm» by employers. This group selected ttecZ 

Concentration and Disbursement with special addenda record (CCD+) format as the 
national standard. One goal of this- project was to test the use of the CCD+ format to 
determine if it would work well for employers throughout the country. 

Evaluate the marketing process 

A second goal of this project was to learn more about the most effective ways to tell 
employers about the direct deposit option. Various marketing approaches were used - 
mailings, presentations, trade shows, telephone calls, and site visits - and they are evaluated 
in tins report. 

Learn about barriers to direct deposit use 

-°J ^ P^*,* 35 » leara w *y employers might not be receptive to direct 
deposit This mformanon will assist OCSE in determining the best way to implement the 
concept on a national level v 

Brief Description of Project 

Separate direct deposit marketing campaigns were undertaken in Iowa and Nebraska, partly 
because the child support environment is structured so differently in the two states. In Iowa, 
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all child support collected under the IV-D program is sent to the Collection Services Center 
(CSC) in Des Moines, In Nebraska, employers remit child support to the county Clerks of 
the District Courts, and only payments for AFDC cases are forwarded to the State. 

In Iowa, a list of the 6,000 employers currently doing wage withholding was extracted from 
ICAR, the statewide child support computer system. That list was narrowed down to 
include only those 300 or so employers who were withholding for five or more payors, since 
those employers were more likely to benefit from the potential efficiencies of direct deposit 
Written materials, including a general descriptive brochure and an implementation packet, 
were developed. A marketing campaign was conducted which consisted of an initial mailing 
followed by telephone calls and site visits. 

In Nebraska, four Clerks of the District Court participated in this direct deposit project. 
Clerks in Douglas County and Sarpy County serve the greater metropolitan Omaha area, 
the Lancaster County Clerk serves Lincoln, and the Hall County Clerk serves Grand Island, 
Nebraska. Lists of employers who currently withhold child support were collected from each 
participating Clerk's office resulting in a list of 413 employers. Due to the different in 
record-keeping, some Clerks' offices submitted names of all employers for whom they 
withhold, while other Clerks' offices were able to submit only employers withholding for 3 
or more payors. The marketing campaign conducted in Nebraska closely matched the 
campaign conducted in Iowa. A descriptive brochure was mailed to all employers on the 
list followed by second mailings, telephone calls, and site visits to interested employers. 



Testing National Standards for Child Support Direct Deposit 

As described below, one of the major lessons learned in this demonstration project is that 
it takes time to build interest in child support direct deposit and even more time to get 
employers to allocate the resources necessary to implement it As a result, at the end of this 
effort, only three employers, two in Iowa and one in Nebraska, were able to test the new 
national standards for ACH transmission. 

Iowa 

The two employers in Iowa did not use direct deposit in exactly the manner envisioned for 
the majority of employers. Meredith, a publishing and subscription fulfillment company, 
banks with Norwest, which is also the State of Iowa's bank. As a result, the transfer of child 
support funds was made through an intrabank transaction, not through an automated 
clearing house (ACH). Maytag Corporation, the appliance manufacturer, had an electronic 
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Executive Summary 

link directly into the Federal Reserve banking system so their transmissions did not pass 
through the typical hank/ACH process. However, in the case of Maytag, the transmlsS 
was subject to all the standards that govern regular ACH transfer, so that aspea oTcX 
support direct deposit was tested. And both companies had to make procedural and system 
changes similar to those required of other companies doing direct deposit 

^f?*' n0 W6re J™*** ed ^ eith « ^a employer after an initially bumpy 

Ar J™ ,° f , Mayt ^' ^ ^P 0 " withholdin g ^ been successfully paid to the 
Iowa CSC through direct deposit using the CCD + format for more than six months now 

Nebraska 

^mf™ 0f Neb "f a ^ M em P lQ y er sendi *g child support to the Clerk of the District 
Court) now uses direct deposit to submit wage withheld child support The Sute 

SESi? ^TK 0 ? r ^ mm j ng Pr0blems ' most3 y stemmin g fro * the programming 

tf£ w^H^r* ±e CCD+ fonnat ° nCe ^ were ^rrectedftra^mission 

£££££££ S T° rt was ^f° mpIiSbed ^ n ° problems ' 1116 State h « also been 
using the CCD+ format successfully for more than six months. 

Evaluate the Marketing Process 

Th< ( marketing processes used in Iowa and Nebraska proved to be a satisfactory way of 
reaching employers within a given jurisdiction. The written materials, which were reviewed 
by many interested parties (including bank ACH staff, programmers, payroll manaien 

deposit option and the technical details involved. 

Follow-up contact on the mailings made to promote child support direct deposit showed that 

ST.^ * ^ ?. thCr J urisdictions using this method will want to carefully 

2££ r "T** ° f *• ?? Stained l« their computers. It may prove more 
fiSTiT y T ^ oldin g bcc °™« more widespread) to purchase mailing 
Besses P yeR SmCC "* UpdatCd frCqUently ™ y hav « more 

^SSfSL 0 *"* Pr0Ved t0 ^ e ^ eCtive ""filing tool, although it was sometimes difficult 
SETS appr °P" ate mdmdual m 311 "Pntattton. For example, the decision-maker for 
direct deposit could be m the personnel, payroll, or accounting area. However, tdephone 
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calls allowed the employer to ask questions and discuss concerns. Often a few minutes of 
discussion created more interest than was initially created by the brochure. 

Site visits were .also a good way to promote direct deposit, but were mucl . more >time- 
consuming. Sitting down face to face with staff involved in payroll ^prograrnmmg 
aUowedTthorough discussion of the process of direct deposit, and the CCD+ format In 
PSI was able to clear up any misconceptions, and assist the employer in 
SnlSrough the direct deposit process and what it might mean for the organization. 



Barriers to Direct Deposit Use 

This project also denned barriers to employers' willingness or ability to use direct deposit , 
for child support There were three major barriers identified: 

Number of withholdings 

Most employers did not believe that the number of child support payments they are sendmg 
to Nebraska and Iowa justified the effort involved in switching payment methods. These 
employers often have one person handling these payments, and that person does nor find 
L process too difficult or time«onsuming. Some employers do hav . their jstem 
automated to the extent that the system automatically creates the check for "nu^gchad 
support payments. Therefore, a switch to direct deposit requires changes to existing 
Zomated^stems. Others withhold for so few that their manual process takes only 
minutes. \ 

Payroll system barriers 

There are a number of barriers within this category. Employers who use payroll processor? 
are Constrained by what their processor can do for them. Other emptoyers have PC-based 
LroU systems which they cannot modify and which do not create the CCD + format Many 
regional offices of larger employers, or subsidiary companies, have the* payroll run m 
aether location by the corporate office, or some other- processing site. Wde*«e offices 
were often contacted, they seem less likely to implement substantial reprogramming forthe 
benefit of only one site. (The United States Marines were targeted to test direct ^deposit 
as a large national employer. However, other priorities prevented them from making the 
necessary programming changes during the project) 
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Lack of (Urea deposit experience 

Employers who do not currently do any direct deposit are less likely to be interested in this 
particular application. Employers who are using payroll direct deposit are most likely to be 
interested, followed by those who use direct deposit for vendor payments. Even some 
sophisticated direct deposit users are concerned about issues like correcting errors and 
controlling the process. 



Conclusions and Observations 

Although this pilot did not result in extensive testing of the CCD+ format, it did help to 
identify the employer characteristics that are most likely to lead to direct deposit use. 
Minor issues related to the CCD+ format were uncovered. We also made progress on 
determining the best ways to reach employers, payroll processors, and the vendors who 
provide payroll packages. 

Based on this work, we believe that: 

• Direct deposit is a concept that will be attractive to employers when more child 
support entities can receive it 

• After further analysis of minor issues, the CCD+ format can be used on a wide- 
spread basis. 

• Payroll vendors and processors expressed considerable support for the direct deposit 
concept 

• The spread of central payment registries and the potential impact of the 1994 
requirement that wage withholding be used for all child support will together make 
direct deposit more attractive to employers. 
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The Histoiy of Child Support EFT in Iowa and Nebraska 

The Iowa/Nebraska EFT project began in February 1987 when the two states submitted a 
joint application to study the use of electronic funds transfer (EFT) for child support 
collection and distribution functions. 

After a period of planning and study, a number of EFT applications were implemented, 
including: 

• Direct deposit of child support withheld by employers 

• Automatic withdrawal from payor checking accounts 

• Credit card authorization and draft capture 

• Direct deposit to payee checking accounts 

As part of the EFT project, the states also implemented or enhanced a number of 
automated processes to assist in payment processing, including audio response units, and 
personal computer systems used in posting employer payments. The results of this work are 
described in detail in the report titled Iowa/Nebraska Electronic Funds Transfer Project, 
Analysis of Implementation Process and Issues: Final Report 1 

Since the spring of 1991, the focus of the Iowa/Nebraska EFT project has been on direct 
deposit of child support withheld by employers. Only a handful of employers were able to 
implement this option during the previous project periods, but their experience was 
promising enough to warrant additional marketing of the concept to Iowa and Nebraska 
employers. This report describes the efforts made to promulgate the use of employer direct 
deposit in Iowa and Nebraska and the results of those efforts. 



Policy Studies Inc.; Denver, Colorado; April 1991. 
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Evolution of the Direct Deposit Concept 

One of the original goals of the Iowa/Nebraska EFT Project was to test the potential of 
EFT for moving child support funds. Since more than 40 percent of all child support 
collected now comes from employer wage withholding nationwide 2 , direct deposit has 
become a major area of interest (In Iowa, the proportion of child support collected through 
wage withholding is much higher, about 70 percent) 

As shown in the diagram on the following page, using direct deposit to transfer child support 
funds can involve several organizations. First, an order to withhold child support is sent to 
an employer. The employer records the amounts withheld for a set of employees. The 
employer passes that information on to his or her payroll processor or directly to the 
employer's bank. The bank or payroll processor uses that information to initiate a transfer 
of funds over an automated clearing bouse (ACH). An ACH is a telecommunications 
network used by financial institutions to transfer credits and debits electronically. 

During the ACH transmission, the child support receipting entity's bank account is credited 
with the funds and the employer's bank account is debited for the same funds. In addition 
to crediting the proper account, the bank passes on to the child support entity certain case 
information, either electronically or by a paper report, which makes it possible to properly 
post the received funds. 

Direct deposit was introduced for child support withholding with the hope that it would 
benefit both employers and child support entities. The potential benefits for employers 
included: 

• E limin ation of paper checks 

• Faster receipt of payment by the child support entity 

• Ability to automatically post payments 



2 1991 Green Book: Overview of Entitlement Programs. Committee on Ways and 
Means, U.S. House of Representatives, May 7, 1991, page 678. 
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Eliminating checks- - 

Creating and mailing checks is quite expensive for employers. Studies of this process have 
indicated that it costs as much as $5 to $10 to produce and mail a single check, given the 
printing, labor, and postage involved Checks can be lost in the mail or sent to the wrong 
address. Furthermore, since they are mailed, checks must be sent sufficiently far ahead of 
a due date to ensure that they are received on time. By using direct deposit, employers can 
eliminate these check-related problems while reducing the payment origination cost 

Faster receipt of payments 

Most employers who use checks to transfer withheld child support write the checks when 
payroll is run. the checksare mailed and K&ch tke receiving child support entity as much 
as a week later. In contrast, funds transferred ^through direct deposit reach the child support 
entity as soon as 24 hours after payroll. Although there may be some exceptions to this 
practice when child support withholding is widespread (payroll processors may actually hold 
the funds for a period before using EFT to transfer them), direct deposit will nearly always 
get the money to the child support entity - and therefore to the payee - faster than checks. 

Automatic posting 

As described in detail in Chapter VII of this report, one of the benefits of direct deposit is 
the ability to receive information about incoming payments in electronic form When the 
child support entity's bank receives a group of direct deposits, the information can be 
transferred in computer file form to the child support entity's computer system The 
computer system can then use the information to automatically post the payments to the 
proper accounts. 



The CCD+ Record Format 

Although the initial test of direct deposit demonstrated the promise of this payment method, 
it became clear that employers - especially those remitting child support to multiple 
jurisdictions - would be reluctant to undertake the necessary programming and procedural 
changes unless they could be sure that the new approach would be universally applicable 
for all jurisdictions. 
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To address this issue, a Child Support Application Work Group was formed to establish 
national standards for . child support direct deposit The Work Group was made up of 
representatives of the organizations most affected by child support direct deposit, including: 

The Federal Office of Child Support Enforcement (OCSE) 

The National Automated Clearing House Association (NACHA) 

The Banker's EDI Council 

The Banking Conventions Committee 

Automated Data Processing (a national payroll processor) 

The U.S. Marine Corps (a large national employer) 

State Child Support Agencies 

After a seri^. of .meetings, the Work Group established a specially adapted Casbr^ 
Concentration or Disbursement + (CCD+) format for the file of information used to 
transmit child support withholding funds electronically. CCD is the format commonly used 
to transfer funds from one organization to another. CCD was selected over the Prearranged 
Payments and Deposits (PPJD) format used- by employers to do payroll direct deposit 
because the PPD format is actually intended for use when an organization is transferring 
funds from an organization to an individual. Since child support direct deposit would 
mvolve moving funds from an employer to a child support entity (agency, court, or registry) 
CCD was deemed the more appropriate choice. 

The M +" sign appended to "CCD" indicates that the record structure within the electronically 
transmitted fold includes special information describing the transaction. Each entry in any 
CCD file has within it a set of information called an "entry detail record." In the case of 
CCD+, each entry detail record is accompanied by an addenda record. Figure n-1 
illustrates this structure. 
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Figure II-l 



1 Re Header Record J 


Company/Batch Header Record 1 




Entry Detal Record | 


Addenda Record 8 


} Entry Detail Record § 


I Addenda Record 1 


j Entry Detal Record 1 


S Addenda Record | 


Company/Batch Control Record | 


Re Control Record m .. 1 



The tasks of the Work Group included establishing standards for the *f™*J»» t J* 
«£J?5 Addenda record Tne addenda record carries the information that tells the 
*m£ ?en% h^Tpost^e payment, so this task was particularly important 

Appendix A contains detailed file and record layouts for the child support appUcatioiL ^In 
^ section: we wm briefly describe the contents of the special addenda record for chdd 
FVcmlTsup^rtdkect deposit, each addenda record carries five required fields, 
as described in Table II-l. 

Table II-l 
Contents of Addenda Record 



Field 


Data Element 11 


1 


Record type code | 


2 


Addenda type code _ | 


1 3 


Free form 


1 4 


Special addenda sequence number 


| 5 


Entry detail sequence number 
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employer or the employer's bank, in «M.vf dat * » «ntered into this area bv the 



Case Identifier 



Pay Date 
Payment Amount 
Absent Parent SSN 



Medical Support 
Indicator 



Absent Parent Name 
FTPS Code 



JS*L*" ^ ° a WWch &e -lated payroU was 

P^cul^casT 11111 ° f SUPP ° rt for this 

The Social Security Number of the payor for wh« m ^ 
payment is being withheld. P V for wnom toe 

? D0 k? 05 " 0 ' t»« medical insurance is available 
The last name of the payor. 

An optional field indicating the FIPS code «f ,k 
receivmg child support entity * ° f 1116 



Project Goals 
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• Evaluate methods of marketing the direct deposit concept to employers; 

• Learn more about the barriers that would prevent employers from using direct 
deposit 



Hie Iowa Context for Direct Deposit 

In the State of Iowa, the Collection Services Center (CSC), a centralized payment registry, 
handles all child support collected and distributed by the IV-D program. Established in 
April 1987, the CSC collected and distributed in excess of $83 million on public assistance 
and non-public assistance in State Fiscal Year 1991 (July 1-June 30) on 80,000 court-ordered 
cases. All payments were distributed within Federal timeframes. 

The presence of the CSC in Iowa made it an ideal place to test the employer direct deposit 
concept Because the majority of payments withheld by employers are sent to this single 
location, implementing direct deposit could eliminate much of the manual processing of 
those payments required each time that payroll is run. 

When direct deposits are made to Iowa's bank, the bank forwards the addenda data 
electronically to the State's computer, which in turn creates a paper report used in posting. 
Iowa plans to modify this process to allow most payments to be posted automatically from 
the electronic bank data. 

However, a certain (but unmeasured) percentage of the child support withheld by Iowa 
employers is still sent to other locations. Some payments are remitted to child support 
entities in other states. Non IV-D payments are sent to local county courts. The local court 
payments might be done through wage withholding either because the payor was ordered 
to pay in this manner due to a history of non-payment, or because the payor requested it 
from his or her employer as a convenience. 



The Nebraska Context for Direct Deposit 

In the State of Nebraska, each county's Clerk of the District Court collects and disburses 
all child support Nebraska provides a good counterpoint to research conducted in Iowa due 
to this decentralized collection and disbursement system. Clerks in the four counties serving 
the largest population centers in Nebraska participated in this project Douglas County and 
Sarpy County Clerks of the District Court serve metropolitan Omaha. Lancaster County 
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Clerk of the District Court serves Lincoln and the Hail County District Court Clerk serves 
Grand Island, Nebraska. Collections for each of the four Clerks' offices for March 1992 are 
shown in Table II-2. 



Table II-2 

March Collections for Nebraska Clerks of the District Court 



CLERK OF DISTRICT 
COURT 


$ COLLECTED 


Douglas County (Omaha) 


$2,696,175 


Sarpy County (Omaha) 


$1,031,215 


Lancaster County (Lincoln) 


$1,596,132 


Hall County (Grand Island) 


$116,495 



Currently, employers send a check for child support payments along with a list of the payors 
and the amounts of the withholding to the Clerks' offices. Those payments are then posted 
into each Clerks' computer system and, after waiting a prescribed period of time, a check 
is issued to the payee. 

Direct deposit of the employer-withheld child support payments has made little change in 
the actual processing of payments for the Clerks' offices. Each Clerk's bank programmed 
a report that is generated every time an addenda record is received. The banks send that 
report to the Clerks' offices the day that it is generated. Staff in each Clerks' office posts 
those payments into their system just as they did with the employer listing. However, since 
the funds in a direct deposit transaction are transferred more quickly than when paper 
checks are used, some aerie's offices will issue the check to the payee more quickly. 
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IOWA 

The List of Candidates 

To begin the marketing process, a list of employers was extracted from the IV-D computer 
system (ICAR) in Iowa. In June, 1991, there were about 6,000 employers submitting 
payments to the Iowa Collection Services Center (CSC). However, since it was more likely 
that the direct deposit option would appeal to employers withholding for a substantial 
number of employees, a list was produced of the approximately 300 employers who were 
withholding for five or more payors. This list became the core group addressed by efforts 
to increase the use of direct deposit 

To assist in the analysis of the activities conducted in this phase of the EFT project, a 
research database was established using a personal computer (PC) database program called 
Paradox. The database was designed to hold basic information about each employer, to 
record mailings and telephone calls, to schedule follow-up activities, and to capture the 
reasons given by employers for not pursuing the direct deposit option. (Example screens 
are provided in Chapter VII.) 

The list of 300 employers was loaded into the PC database. A number of duplicate 
company entries were noted on the list provided by the State. It appears that when agency 
staff enter new companies into the State's IV-t> computer system, there is no automated 
check to verify whether a company is already carried on that system. In addition, a number 
of companies appeared multiple times on the list due to small or large variations in spelling 
abbreviations, or mailing addresses. 



Marketing Materials 

Several written pieces were developed and printed for use in marketing direct deposit. The 
first piece, a 3-panel brochure designed to fit into a business envelope, described the option 
m general terms. It included a detachable business reply card that the employer could use 
to request more detailed information. (See Appendix B for an example.) 
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The second item was an implementation packet The packet consisted of a 9 x 12 inch pre- 
printed folder that held three inserts describing child support direct deposit to employers, 
banks, and programmers. An implementation checklist and an evaluation form were also 
included in the packet. The implementation packet contained a cover letter signed by 
James Hennessey, Iowa IV-D Director. Also included was the statement of support for EFT 
written by the Federal Office of Child Support Enforcement (Appendix C contains samples 
of the packet contents.) 

A third written piece was developed during the course of the project This paper described 
the importance of child support enforcement and explained why employer withholding is so 
important It also cited the Federal law requiring wage withholding of all new child support 
beginning in 1994. This analysis was developed at the request of Automatic Data Processing 
(ADP), the nation's largest payroll processing company, ftowever, it proved to be useful 
when other payroll companies and employers Had basic questions about wage withholding 
and the government's role in child support enforcement 



In September of 1991, a brochure and a cover letter on State of Iowa letterhead were 
mailed to the approximately 300 employers in the research database. Each of the business 
reply cards was pre-stamped. (It was too expensive to establish a business reply permit for 
this purpose since the mailing size was small and the mailing would take place only once.) 

As the business reply cards returned (by the end of the project, 29 were sent back), 
implementation packets were mailed out and the employer was scheduled for a follow-up 
telephone call. A set of brochures was also sent to each of the IV-D field offices in Iowa 
for distribution to interested employers. 

Subsequent discussions with employers indicated that most of the brochures mailed in 
September reached employers. However, about IS of the addresses in the mailing list were 
wrong. In another 24 cases, the address stored in ICAR as the remitting employer's address 
turned out to be the wrong address for decision-makers. In these cases, a second brochure 
was sent (at the recommendation of an employee during a telephone conversation) to the 
corporate office that actually manages the payroll process. 

In addition, a small number of brochures were returned because they were sent to CT 
Corporation, a firm acting as a legal representative in Iowa for out-of-state corporations. 



Mailings 
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Contacting Employers 

Because these employers were not identified in any other way on ICAR, it was impossible 
to trace them and send, them to the actual company address. 



Telephone Follow-up 

As a routine matter, any employer who requested an implementation packet received a 
follow-up telephone call. 

In addition, a calling campaign was conducted in December 1991. The goal of this effort 
was to reach as many of the non-replying employers (those who did not request an 
implementation packet) as possible, to ensure that they were not really interested and to 
learn,why. More than 160 employer calls were made during this campaign. 



Voice Mail for Direct Deposit Calls 

To give callers an easy way to request additional information, a voice mail extension was 
established within Iowa's telephone system exclusively for direct deposit calls. The phone 
number was printed on all the written materials mailed to employers. PSI and the State 
monitored the voice mail extension for calls and responded with a follow-up call or by 
mailing additional information. 



Site Visits 

Sixteen site visits were made to promote direct deposit Each site visit took about 30 to 60 
minutes, depending on the number of staff from the employer who were attending and the 
number of questions that came up. The script on the next page was used to structure the 
site visits. 
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Script Used in Employer Site Visits 



Introduction 

Goals: Describe direct deposit option, answer questions, recruit 
Basic Chad Support rnf finra (j nn 



About 1 in 5 children in the U.S. now live in a single parent house. 
About one-half of those children live below poverty line. 
Even when child support is ordered, it is not always paid. 
In 1975 the IY-D program was established to improve collections. 
About 40% isxollected through employer wage withholding. 
OCSE has sponsored this research into new ways of moving money. 

The Iowa/Nebraska EFT Etfljgg 



Pirca Pcpgfiit 



Test site for EFT since 1988. 
Two employers have been using direct deposit in Iowa for L5 years. 
National standards have been established, this is the final pilot 
CSC payment and disbursement statistics. 



Computer file sent over the ACH, funds go from bank to bank. 
Many ways to get information to the bank: disk, tape, tax, modem. 
The national standard is a CCD+ format with special addenda record. 
It took Meredith about 40 hours to program CCD + format 
CCD+ records can be mixed with others in an ACH file or transmission. 



Can be used in Iowa & Nebraska now, other jurisdictions later. 
One-time investment to reduce manual processing at employer and State. 
Helps ensure that child support reaches children quickly. 



Qaaaiflas 



What obstacles or concerns does the employer sec? 
What would decision/approval process be? 
Is the employer interested in implementing? If so, when? 
When should we call back? 

How to get more information (telephone number, mailing address) 
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Other Employer Contact 

There were two other forms of employer contact On behalf of the project, PSI attended 

st^icTT^ £ the , Amer i can Sodet y * Payroll Management (ASPM) in 
September 1991. A booth, was donated by the ASPM. A.banner that said "Child Support 
Direct Deposit was panted and hung in the booth. Materials from Iowa and Nebraska 
were provided to the conference attendees, most of whom were from companies of national 
scope* 

a .T mber fo™ IV-D field staff was asked to speak at a Cedar Rapids 
»"* ^ "-* U were used"* 



NEBRASKA 
Employers Contacted 



Nebraska differs substantially from Iowa in how child support payments are collected In 
Nebraska, county Clerks of the District Court collect and dbburse child support Employee 
receive notices for withholding from the County Attorneys, and then remit pa^nenT o me 
appropriate Clerk's office. The Clerks are then responsible for disbursing 5JSS to tl 



Employers currently withholding child support for Douglas, Sarpy, Lancaster and Hall 
counties were the target of the Nebraska marketing campaign. ^develoTa fct tW 
employers, each Clerk of the District Courf s office provided TusIof^c^o^Z 

nZl^^ °i m ° re Withh0ldin ^- Dou ^ *** Lancaster counties were ab^e to 
ShTT 15 wh ° me < criteria. However, due to record keeping methods, Sarpy 
Pf0Vlded mduded ^ foyers from whom they receive wale 

I able m-1. Though many of those employers names included addresses, mere were a 
substantial number that did not The State of Nebraska IV-D agency prodded la ^printout 
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Table HI-1 



Clerk of District Court 


y 

Number of Employers 
Contacted | 


I Douglas County Clerk 


38 


| Lancaster County Clerk 


79 


I Sarpy County Clerk 


174 


| Hall County -.Clerk 


122 | 



Each employer was entered into the PC database, described earlier, which was developed 
for the project The database holds basic information about each employer, records mailings 
and telephone calls, assists with scheduling follow-up activities, and records the reasons 
given by employers for not pursuing the direct deposit option. The Nebraska arid Iowa 
employer databases were maintained on separate computers- 
Marketing Materials 

The marketing materials were developed to provide a two-step method of contacting 
employers. Since the information about implementing direct deposit of child support is 
rather complex, employers were first contacted using a descriptive brochure with a cover 
letter from the State IV-D director, Mary Ann Miller, The brochure includes a detachable 
reply card which an employer could use to request more information. (An example of the 
brochure is provided in Appendix D.) 

The second set of materials consisted of a folder containing three sets of implementation 
information. One set described generally the implementation of direct deposit of child 
support for the employer, another set described the process for a programmer or other 
technical person likely to actually accomplish the task of implementing the process, and the 
third set of information was written for the employer's bank, describing the process to help 
the bank implement its role in generating the direct deposit file for the employer. (An 
example of the implementation materials is provided in Appendix E.) 

The folder also contains a copy of a white paper published by the Federal Office of Child 
Support Enforcement (OCSE) describing the EFT/EDI Pilot Project Finally, there is a 
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project checklist to help employers identify the steps to implementation, and an evaluation 
sheet to complete and return to PSI upon implementation. 



Mailings 

The brochure and cover letter were sent to all 413 Nebraska employers in mid-September. * 
The project database generated the mailing labels. Each brochure was stamped with the 
name and address of a contact at the appropriate Clerk of the District Court's office. The 
employers then sent the requests for further information to the Clerk of the District Court 
The contact at the Clerk's Office then sent the implementation packet to the employer, and 
forwarded the employer information to PSL A follow-up phone call was scheduled after the 
employer received the implementation packet :: 

In Nebraska 21 requests for further information were received, or 5.1 percent of the total 
mailing . The breakdown by county is shown in Table 1H-2. 

Table m-2 



Clerk of District Court 


Number of 




Employers 




Responding 


Douglas County Clerk 


5 . 


Lancaster County Clerk 


5 


Sarpy County Clerk 


6 


1 Hall County Clerk 


5 



Telephone Follow-up 

Each employer who requested an implementation packet received a follow-up phone call 
In addition, when it became clear that the response to the brochure mailing was going to 
stay at about 5 percent, follow-up calling was conducted to major employers who had not 
responded to the brochure mailing. The calls resulted in mailing out 11 additional 
implementation packets and provided the bulk of the employers who received visits. 
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Site Visits 

A total of 11 Nebraska site visits were made in two trips which took place in late January 
and early March. During each site visit, detailed information was collected about the 
employer's payroll system and payroll process and employer questions were answered. 

Site visits were particularly useful for three reasons- First, because child support direct 
deposit can be a complex topic, it was easier for people to understand the capability and 
attendant, issues when talking with someone face to face. Face-to-face meetings seemed to 
allow for greater information-sharing, and a more detailed question-and-answer session 
about direct deposit Similarly, we found that employers often had basic questions about 
the child support program and wage withholding. They seemed to be more comfortable 
about asking these questions in the more relaxed setting -of a meeting, as opposed to a 
telephone call. " *~ r 

Second, it seemed that when we had an opportunity to sit down with employers in a 
scheduled meeting (as opposed to a telephone call), they were more forthcoming about the" 
variables that effected their potential participation in the pilot For example, site visits often 
included a detailed discussion of exactly how payroll is run for particular segments of the 
employee population. 

Third, at site visits we were often able to meet with representatives from several areas of 
the company. The meeting gave them the opportunity to discuss the steps that would be 
required to implement direct deposit and to work through the obstacles that might exist. 
Because our telephone calls were generally made to a single individual, this consensus- 
building process did not take place. 
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Contacting Payroll Package 
and Service vendors 



Telephone Contacts 

In the course of contacting employers in Iowa and Nebraska, we encountered many 
companies who used either purchased payroll software or had their payroll processed by a 
service vendor. At the employer's request, PSI sent information about child support direct 
deposit to these companies and followed up with telephone calls. The companies contacted 
in this manner include: 



COMPUTAX Lie. (A site visit was also made to the Cedar Rapids office) 
MAXXUS 

Item Processing Corporation 
Creative Computer Solutions 
LPI Data Systems 

Control Data (A site visit was made to the Omaha office) 
TBSC 



Mailings 

Toward the end of the project, a mailing describing the direct deposit option was made to 
payroll software vendors across the country. The list was compiled from a reference book 
called Data Sources.' This book lists software vendors by the application that they provide. 
The mailing list was selected by exainining the company profile included. Any vendor with 
more than 100 clients was included. The list totaled 135 names. Because it took place at 
the end of the project, the exact response to this mailing is not known. However, about 10 
percent of the vendors requested additional information in the three weeks following the 
mailing. 



'Volume 2 "Software," 2nd Edition, 1991, Ziff-Davis Publishing Company, New York. 

— ■ — Policy Studies Inc. ', 
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ADP, COMPUTAX and Control Data Outreach 

One of the members of the national Work Group on child support direct deposit was 
Automatic Data Processing (ADP), the nation's largest payroll processor. In the course of 
this project, PSI worked with the EFT product manager at ADP, Michael Goodwin. At Mr. 
Goodwin's request, PSI prepared an analysis of wage withholding and direct deposit This 
analysis was used by Mr. Goodwin to present the case for child support direct deposit to the 
corporate officials responsible for authorizing and prioritizing enhancements to the ADP 
product line. 

By the end of the project, Mr. Goodwin had succeeded in obtaining approval for the 
development of a child support product that includes direct deposit as a payment option. 
That product is now under development. Mr. Goodwin reported that ADP hopes to have 
the product available by the time that the expanded wage withholding requirement goes into 
effect in 1994. ADP will begin to publicize the product some time this year. 

ADPs support for direct deposit is an important step in securing widespread acceptance by 
payroll processors. When the ADP decision was referenced in conversations with other 
vendors, it gave greater credence to the concept 

PSI also met in Cedar Rapids with a company called COMPUTAX. COMPUTAX, another 
national payroll processor, also hopes to add child support direct deposit to its product line 
PSI presented COMPUTAX with additional information about the technical details. 

In Omaha, four large employers who were interested in implementing child support direct 
deposit use Control Data. PSI met with Control Data staff in Omaha and talked by 
telephone with Mike Ratonia, Product Manager for Control Data's payroll products, in the 
corporate office. Control Data is interested in learning more about child support direct 
deposit and invited the Federal Project Officer of the EFT/EDI project to speak at Control 
Data's Insights "92 customer seminar in June. Mr. Ratonia will use employer response at 
this seminar to. help determine whether to conduct a cost/benefit analysis of the direct 
deposit option. Such an analysis would be the next step in the decision-making process at 
Control Data about whether to implement a child support direct deposit product 



The Float Issue 

Conversations with payroll vendors and processors revealed that one key issue is the length 
of time that child support funds can be held before forwarding them to the receipting entity. 
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Contacting National Employers 



Telephone Contacts with National Employers 

One of the members of the Work Group that established the national standards for direct 
deposit was the U.S. Marine Corps. The Marines were to be the first employer of national 
scope to implement and test the CCD+ format However, as time passed, other projects 
took precedence and the Marines were unable to implement direct deposit within the time- 
frame of the project r 

Mailings 

Mass mailings to national employers were not undertaken as part of this project However 
in the course of contacting Iowa and Nebraska companies, PSI was asked to send materials' 
to a number of corporate payroll offices outside the state. Some of these companies (and 
the state m which their payroll operation was located) were: 

Bil-Mar foods (Michigan) 

U.S. Postal Service (Minnesota & Washington, D C ) 
Cargill Hybrid Seeds (Minnesota) 

Chicago and Northwestern Transportation Company (Illinois) 

Commtron Corporation (California) 

Continental Baking, Inc. (Missouri) 

Douglas & Lomason, Co. (Michigan) 

General Electric Company (New York) 

John Deere (Illinois) 

Olsten Corporation (New York) 

Ralston Purina (Missouri) 

Stone Container Corporation (Illinois) 
Waste Management (Illinois) 
Monfort, Inc. (Colorado) 
Pepsi-Cola Bottling (Texas) 

Although all of these "home offices" received copies of the Iowa or Nebraska 
oTmTreport 0n ' ^ ^ ^ requested additiona l information as of the date 
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ASPM Convention 

In September 1991, PSI attended the annual conference of the American Society for Payroll 
Management (ASPM) on behalf of the project Approximately 150 representatives of 
national employers attended. All held senior payroll and human resource positions at large 
national companies. The ASPM provided a booth free of charge. (The ASPM extended 
the same courtesy to other parties representing government entities, including the Internal 
Revenue Service, Bureau of Labor Statistics, and Social Security Administration.) 

There were three goals in attending this convention- First, PSI attempted to recruit national 
employers for participation in the current effort to extend the use of direct deposit of child 
support in Iowa and Nebraska. Second, PSI wanted to inform these national employers 
about the direction that the Federal Office of Child Support Enforcement (OCSE) is taking 
with EFT. Third, PSI wanted to inform as many payroll system software vendors as possible 
about the draft standards for child support direct deposit so they can prepare for a possible 
national implementation of this approach. 

The level of interest in direct deposit was very high. A banner was hung over the booth that 
said "DIRECT DEPOSIT OF CHILD SUPPORT/ It is difficult to say exactly how many 
of the attendees came to the booth for information. However, it is believed that at least 80 
percent of the 150 attendees stopped by. 

Each person who approached the booth was encouraged to take a copy of the OCSE white 
paper on EDI/EFT for child support. In addition, PSI asked each attendee whether he or 
she managed payroll for employees in Iowa. About 30 answered affirmatively. These 
individuals were given a copy of the tri-fold brochure previously mailed to a subset of Iowa 
employers. Employers were also informed verbally about the option to do direct deposit 
to Nebraska. 

A number of attendees who did not have Iowa employees explained that they are in the 
process of upgrading their in-house payroll computer systems at that time and wanted to add 
the future capability to their list of enhancements. These individuals were given a copy of 
"Information for Programmers,* a section from the Implementation Packet On Monday 
when the attendees were in training sessions, PSI approached the payroll software vendors 
present at the conference and provided copies of the draft standards for the file and record 
layout 
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Although no tangible results came from attendance at the ASPM conference it was ouita 

-X £E? abom n ""~ of -** H? re q r: 

Support for the concept: 

Without exception^national employers were strongly in favor of implementing direct deoosit 

to do it, and Tins would be wonderful, it would save us so jnuch tuneand effort!" QeaT 
preparing manual checks and lists is a major burden for national emptoyerf TheSS 
of determmmg where to send them month after month is an even pSZmSto (1 
related pomt is that virtually all of these employers seem to already be usZ oW d^oosk 
for^least some payroll functions. Therefore, direct deposit ap?Ucat^^^^ 

The float issue 

like payroll processors employers who currently hold child support for the full 10 davs 

fZ^ * F f? ral kW u (and eara mter «t on moneylmay be u^wSSJ to S 

direct deposit because they will lose that source of income if the child sup^^deoo^ 

psf^ stn*- ? payrpu *■* deposit ™* ^ ^ p«Kr£f 

PSI spoke with at the conference. Their responses were as follows: em P'°y«s 
' ^™°£t?^™™ d ^ CMd ~ » children is more 

* Ift** * DU 5^ r f ? m P lo y ers *at they currently cut child support checks 

* Althoughremployers would theoreticaUy be able to hold the child support direct 
deposit for 10 days by Federal law, most said that they would mLTZt ? £ 
same time as all other direa deposits. (This may mean that child Sp^rt entiS! 
could receive money faster by permitting direct deposit) 
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Charging fees for child support withholding " 

^SS&^'o^^^^ right (by F edera] law) „ charge 
/iHwsiea of potential growth in employer mMcUmg 

not handled by the IV-D progranT *" ° rders be 8™™g in 1994, even those 

^ S^d^tlefbS - ^ *•« deposit 

Illinois, and Mtaouri AbreernESEl a «°"nts. This was tMng place in California, 
support checks dK.fr £££?££S l %r n TrOn tha, ' 1, f y ~^S 
.net-table calls when the checfaa^v. Ute <!?not afaS: < "" ) ^ mUst field *• 

to a public agency. But, the fact ttaK7 ™2 ! • reqmred t0 Payments 
direcdon dta, OCSE *vj , 0 * 

77ie issue of critical mass 

^n^ direct deposit of child support only 

reaches a substantial numbed Snatem^v^ ? "S^ payments 111 ^nuj 
adapting their computer system^ be^tifiiS^ "J"™ * at the work ^^d in 
through direct deposit Most : werTnhflSS number of P a ^«ts that can be sent 
an electronic and Manual pro^ inevitable need to maintain boS 
many tax remittances.^ * (^ey do the same thing for 
mandatory?" ' however, a common question was, "Will OCSE make this 



In-house versus vendor payroll 
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^^^^LVeTvZ aT r* ™ M « P-^cs were ' 

vendor-based payro,, ^ ^«e^r^» e ^ ^ | 
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Contacting National Employer* 



payroll are becoming difficult and expensive to maintain At the same time, package 
software is becoming more sophisticated and adaptable. More employers may, therefore, 
begin to use vendors. This implies that future marketing of the direct deposit concept 
should also focus on vendor education. 

An international development 

PSI also spoke with Michael Ridge of Cyborg Systems, a United Kingdom payroll processing 
company. He is serving on a British task force to study the use of EFT in collecting and 
distributing child support 

Contacting employers at conventions was effective because of their high level of interest in 
ways to reduce the effort required to prepare and send child support payments. It is 
doubtful whether a mailing to these same employers would have resulted in the same 
number and quality of contacts. Payroll and human resource managers receive a great deal 
of mail (much of it from vendors) and the direct deposit message may have gotten lost. 
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Introduction 

This chapter describes in detail the contacts made with employers and their level of interest 
in the direct deposit concept We first describe the automated database used to record 
employer interactions. The telephone calls, mailings, and site visits made to promote the 
idea are described. Based on our interactions with employers, they were placed in two 
categories: those who are definitely not interested in the foreseeable future, and those that 
are interested but were unable to implement direct deposit during the timeframe of the 
pilot Refus.al:reasons«e examined and compared to employer characteristics. Finally, the 
experience of the few employers who did test the CCD+ format is described. 



Description of Automated Database 

As mentioned, a database was developed for this project both to track employer contacts 
and to gather information for research purposes. The employer response described in this 
chapter is based upon that database and on conversations with employers. 

The database was developed using a program called Paradox. There were two data entry 
screens. The first screen (Figure 1) contained basic information about the employer, as well 
as a window holding a record of mailings. The second screen (Figure 2) held information 
about telephone calls, site visits, and refusal reasons. 

Two separate databases were maintained for the two participating states. Each database 
was populated manually using lists of withholding employers provided by the states. 
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Figure 1 



Press [F4j to move into and out of boxes. 
Press [F2] when done. 

Company ID#: 00 PS I Representative KT 
Company name: Square X Company 

Address: 3003 RouncBottom Or. 
P.O. Box 230987 
City: Lincoln State: ME Zip: 68512 

Contact name: Michael Jackson 
Contact title: Payroll Supervisor 

Area code: 402 Phone: 404-8889 Withholding For: 8 
Record type <RC,VT>: RC Category of company .( I A, MB, NA ,PP): LA 
Mext contact: Next type of contact <LT f PH,VT>: 



MAILINGS Press F4 in/out of box 



Typa-o*- Mailing: IP Oate of Mailing: 10/18/91 


Mailing #: 2 


Comments: 


No direct deposit. In- house payroll 





Mailing type codes: 8L«brochure and letter I P« Implementation packet 
LT«unique letter 0T«other 

Page Ooun for Mext Screen 
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Employer Respa 



Phone ^rter; 402 ^23-6721 T6UPH0W OUS Pr«u F4 in/0 ut of box 



on't top, dd. softu.ro oWt alio,; , wt , nfo t(Mliltr , ct 



VISITS Press f* In/out of box 



Date of Visit: 
Visit t: Coontnts: 



Not With: 



codes. TP-too «xh prosr-w.ng Ps-psyroll syste. Inadequate 
oi-otner ER-e«ployee reaction TF-too few payors 



Coranents 



Employer Contacts 

Table VI-1 shows the number of employer mailings made in Iowa and Nebraska. 

Table VI-l 
Mailings 



Brochures 



Implementation 
Packets 




In addition, a number of tailored letters were mailed 



in each state. 
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In neither state were employer telephone numbers available in an automated form. Two 
sources were used to gather telephone numbers, A list of Iowa employers was purchased 
from Dun and Bradstreet, and directory assistance provided numbers in some cases. In 
Nebraska, some employer phone numbers were on the lists of employers who withhold child 
support made available by the Clerks' offices. The list of employers from the state 
mainframe computer also contained phone numbers. Any other employer phone numbers 
needed were obtained from directory assistance. 

Table VI-2 shows the number of telephone contacts made with employers in the two states. 



Table VI-2 
Telephone Calls 



State 


Total Calls 


Employers who 
received more 
than one call ) 


Iowa 


252 


40 


Nebraska 


67 


37 



Two rounds of site visits were made in Iowa. The first trip was made in December, 1991. 
It was relatively easy to schedule appointments with employers on this trip. That was not 
true for the second site visit trip made in early March, 1992. In preparation for the second 
trip, it was necessary to make about 30 calls to schedule 7 appointments. 

This difference may have come from two sources. First, by March many larger employers 
had been contacted and had already refused. In fact, many of the calls made to schedule 
March appointments resulted in refusals. Employers seemed to be more aware of the 
implications of direct deposit by this point and had formed firm opinions about whether they 
were interested or not Second, the work of payroll departments is very seasonal, and the 
first quarter of the year is particularly busy. It will be important to schedule future 
marketing of direct deposit around the cyclical workload of payroll managers and their staff. 

Two rounds of site visits were also made in Nebraska, The first trip was in January, 1992. 
It was difficult to schedule appointments during January because of the demands on the 
payroll and financial staff during January. In spite of the difficulty, calls were made on six 
employers. The second trip was in March of 1992 and resulted in visits to five employers. 
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Employer Response 



Table VI-3 
Site Visits 



State 


Site Visits 


Iowa 


16 


Nebraska 


11 - - 



Rate of Implementation of Direct Deposit 

a^s^rr sa- '£2*: • ~ of toe lo 

allocated internal Ttmrn^^k^^ a " d ? ea mor<! *** for employers .o 
of employers are interested^ Sp^S^u" Although a number 

of this report, no additional employed we^S^S" £ P5 *° t O SO ' 35 of *« 
m the next section sheds light on KtcomT of refusal reas0 " 

Reasons for Refusal 
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Table VI-4 show employer refusals by coded'refusal type in the two states. 

Table VI-4 
Refusal by Coded Reason Type 



Code 


Iowa 


Nebraska 


Total 


OT - Other 


41 


1 


42 


TF - Too few payors to justify effort 


17 


7 


24 


DD - Didn't like the idea 


14 


3 


17 


PS - Payroll system cannot accommodate the function 


12 


1 


13 


TB - Too busy 


7 


0 


7 


TP - Too much programming required 


5 


0 


5 


LC : Too much loss of control over processing withheld funds 


4 


0. 


4 


ER - Worried about reaction of employees 


0 


0 


0 



I0W3 



^SS^SS^i r*r£ SeiVed m database for rec ^ding explanations about the 
~!^ a H?J f ° ° T Categ0ry ' A manual exan ***on of those comments indicated 
several additional major reasons for refusal, as shown in Table VI-5. 

Table VI-5 
Non-Coded Refusal Reasons in Iowa 



Reason for Refusal 


Number f 


Payroll is too variable, too much employee turnover 


7 


Not using direct deposit for anything 


7 


Current method (sending in check) is easier 


7 


Unknown, employer hostile or unresponsive 


6 


Too hard to mix with checks to other states or counties 


i 
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Rpacnn far PaAicoI 


Number 


Payroll is done out of state 


4 


Uses payroll vendor 


1 


Too hard to correct EFT errors 


1 


Doesn't like direct deposit 1 


1 


Wants time to cover checks - direct deposit too fast 


1 


likes to deduct from account immediately 


1 

- 



s^s&:r ge Md have to untii — -w« 

Z^lZ^ * StatC ° f ^ * 15 d * -me out-of-state 

They will consider it when all jurisdictions can receive direct deposits - in the 
™:«Z t0 ° C0DfilSing 10 "* de P° sit ^ * e chcc^musrsend 

Direct deposit would be nice, but other programming work has a higher priority. 
The employer believes that direct deposit is too expensive because of bank charges. 
Nebraska 

ZZTZ^rl ^!^ 7 0UrCCS "5 m ° re "M**** It was reaped that Sey 
would have more interest in implementing direct deposit of their child support withholdings 
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And, indeed, they were generally interested in the idea. Of the 31 companies contacted, 
only 12 refused outright to consider the idea any further. Comments of those 12 employers 
about why they are refusing to do direct deposit are below. 

Table VI-6 
Non-Coded Refusal Reasons in Nebraska 



Reason for Refusal 


Number. 


Not worth it for the number of withholdings 


8 


No particular advantage to company 


1 


Payroll is done out of state •-: 


1 


Cannot implement due to accounting structure 


1 


1 Won't do direct deposit until it becomes mandatory 


1 



Refusal Reason Compared with Employer Characteristics 
Iowa 

To learn more about what types of employer may accept or refuse direct deposit, we 
compared the refusal reasons with two employer characteristics: number of employees for 
which support is withheld, and location within the state. In Iowa, the patterns noted are 
shown in Table VI-7. 

Table VI-7 

Comparison of Level of Withholding to Refusal Reason in Iowa 



Code 


Number of Withholdings 


1-5 


6-10 


11-15 


16+ 


TP • Too much programming required 


0 


2 


2 


0 


PS • Payroll system cannot accommodate the function 


0 


4 


1 


4 


TB - Too busy 


0 


2 


0 


2 
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Code 


Number of Withholdings 




1-5 


6-10 


11-15 


16+ 


LC-r Too much loss of control over processing withheld funds 


0 


i 


0 


0 


DD • Didn't like the idea 


0 


. 0 


3 


, .. 5 , 


ER - Worried, about reaction of employees 


0 


0... 


0 


0 


IF - Too few payors to justify effort 


, 5 


6 


1 


0 


OT- Other 


5.. 


7 


4 


5 



Although the sample size is much too small to use for any predictions about which 
2^^mbracc <Md support direct deposit, Table Vl7d4 show SmeYnlc^g 

S^T?^ e ^ amp,C ' u C W0Uld eXpeCt 10 more mte ** to direct depos Ton 2 
part of larger employers who are withholding for more employees. HoweveV the mble 

£S££L ^^P 1 ^, Elding for quite a few employees are cSed byt 
g^eS ^ SyStemS md m not ^cessarily in favor of direct deposit X 

n^h J, nf* ^ P u 0iDte(i T ^ just beaBUC m ^ployer is withholding for a large 
nZ^f * at ^Plover cannot be assumed to have a large payroll colt The 

nature of a business can impact the ratio of employees with withholding orders and the toud 
employee population. For example, companies employing primaruy men tlnd to hav^ a 
propomonally large number of employees with child support orders. Con£am« employs 
mamly women have a relatively low proportion of child support withholding. empl0ymg 

^ e J^"T e ? KfaS ? rCaSOnS ^ Iocati °n according to Iowa area codes. There was 
no significant geographic variation in the types of refusalTeasons given by employe" 

Nebraska 

£ TJteW?' leVd ° f Witbh0lding t0 ** **** to implement is shown 
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Table VI-8 

Comparison of Level of Withholding to Refusal Reason in Nebraska 



Code 


Number of Withholdings 


1-5 


6-10 


11-15 


16+ 


TP - Too much programming required 


Q 


0 


0 


0 


PS • Payroll system cannot accommodate the function 


0 


1. 


0 


0 


TB - Too busy 


0 


0 


0 


0 


LC • Too much loss of control over processing withheld funds 


0 


0 


0 


0 


DD - Didn't like the idea 


1 


0 




0 


ER - Worried about reaction of employees 


0 


0 


0 


0 


TF - Too few payors to justify effort 


5 


1 


0 


1 


OT - Other 


1 


0 


0 


0 



The Nebraska data are too few to draw any conclusions from. However, the majority of 
refusals come as a result of too few payors. Many of the employers who are interested, but 
are not in a huny to implement, feel the same. As long as the number of withholdings is 
low enough to handle manually without too much effort, they don't see a benefit to 
switching over. Indeed, most Nebraska employers contacted are interested in implementing 
direct deposit some time in the future, particularly as the anticipated growth in withholdings 
occurs after January 1, 1994. These employers are willing to have the State contact them 
sometime in the summer of 1992. Therefore, the majority of employers contacted have not 
refused to implement and are not included in the refusal data. 



Payroll Source and Type 

As discussed elsewhere, one factor that affects an employer's interest and ability to 
implement direct deposit is the location of and control over the payroll process. Those 
employers who run payroll on a system over which they have control, usually through in- 
house programmers, will have an easier time implementing direct deposit Employers who 
have their payroll processed outside have less control over whether, or when, they could 
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Table VI-9 



ii | Number of Employers ■ 


1 Type of Payroll 


Nebraska 


Iowa | 


| In-house system 


17 


131 J 


\ Outside processor 


10 


i7 , | 



if the option for 3S?dSi ^ rjSSL° lb-tate * * 15 * at 

processor, many of them SZt Sl i t 0Se empl ° yers who ^ «n outside 
-deadline passes use it This will be even more true after the January 1994 



Overview of Other Employer Input 

— depose TWe ^W^^^S*^ 
The following is a list of commonly asked questions: 

Why is this beneficial to me? 
The following is a list of common employer comments: 
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We appreciate the effort being made to make child support withholding easier. 
I have to talk to (payroll/human resources/ the programmers/my manager) about this 

before we can make a decision. 
Direct deposit is not a high priority now, maybe later. 

The payroll system doesn't have room to hold all the addenda record information. 
I don't have control over the payroll, it is done somewhere else. 

The Meredith and Maytag Experiences 

Two Iowa employers were able to successfully use the CCD+ format Meredith is a Des 
Moines-based company withholding child support for approximately six employees. The 
division of Maytag that is using direct deposit withholds for about 50 employees. 

Maytag has also been using direct deposit of child support for nearly two years and was able, 
after some difficulties, to use the CCD+ format (A detailed description of those difficulties 
is contained in Chapter VII.) In contrast to the vast majority of employers in the country, 
Maytag has a direct telecommunications link into the electronic clearing network maintained 
by the Federal Reserve banking system. 

When Maytag transfers funds to the Iowa Collection Services Center, they first create an 
electronic file. This file is added to the tape containing the other direct deposit files 
(payroll, pension, and so forth) and loaded onto a device that sends the information to the 
Federal Reserve bank in Chicago. That bank initiates an ACH transfer of funds from 
Maytag's bank and to Norwest the State's bank. 

As described previously, Meredith's process is different Meredith creates a tape containing 
payroll direct deposit and child support direct deposit information. They deliver it to 
Norwest who uses the information to create an intrabank transfer of funds from Meredith's 
account to the Collection Services Center account 



State of Nebraska 

The State of Nebraska as an employer has been using direct deposit of child support for 
almost two years as well. They reprogrammed their system to use the CCD+ format in the 
Fall of 1991 and are successfully transmitting child support payments. The State's 
transaction does go through the traditional ACH routing system. 
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Technical Issues 



In addition to the issues around iVUnt,A„„„ 

suppon direct deposit; ^£3S£?2& 

issues include non-traditional methodsof hLSZT^J""** mvoIved - ^ose technical 
that arise because of the CCD° formt • toSS? 8 .* Md /^ent information; issu« 
their payroll system; and the role ofTe ^SSJiS^u^* regardin * ^tramTS 
the receiving entity m^^^^^^^m^. In addition! 
automated. The degree of automifioWat ^- ^^ W «" may hot be 

the- direct deposit o/chfldju^p^^ ^Wi^ Mow 

^^^^^ this chapter are 

switch to direct deposi, afiE3S £2^~£ °™ ^ 

Non-Traditional Funds Transfer Methods 

me^o^oftScnti^ SSfiTdSSSS* a^h * tCnned ^traditional" 
project was to test the ACH proe£ ^^1^ ^^^ ^ ° De ° f of this 

ways to create more efficiency uThanS ^ "* ^ther-goal was to discover 

methods address the latter goL ^ Cmployer ™hholding. n>ese nbn-trSnal 



Intrabank transfer of funds 



7*^^ *" one used by many ^er 

for the same level of baiking ^T^^n^' ^ *W° n en ^fll u5 
only a few large banks mtpTarS hutd?ST J? * "T" Cmp, °y er ' When there are 
Tms situation exists with onetf th^i. i °^ ^ ^ be likely, 

format Meredim banJcs 

situation, all the steps described Sut fa "JS ' ^ ° f l0Wa ' s "this 
exception of the ACH transfer E!? ? employer direct deposit apply with the 
^debits MeredimSun^ 1^^^^^ Notes 
sends the information needed for posti^ fan f2 ti£s*l ^ (CSQ acCOUnt ' 
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In Nebraska, the State payroll bank is National Bank of Commerce (NBC) which is also the 
bank for the Lancaster County Clerk of the District Court In this case, the State transmits 
the child support withholding to NBC which does initiate an ACH transaction in order to 
move the funds into the aerie's account The ACH transaction with the addenda records 
triggers the special report the bank programmed for the Qerk. This report is then sent to 
the Clerk's office for them to use in posting the payments received 

Faxed list 

The most.prominent non-traditional EFT method is what came to be termed the "faxed list" 
method/ Instead of transferring information to the bank electronically (via diskette, tape, 
or modem), employers can use a facsimile machine to send to ihe bank a printed list of the 
information necessary for child support direct deposit Bantcmployees enter the data into 
a software package maintained by the bank for this purpose. Some employers use this 
method for payroll direct deposit This option is attractive because it allows even very small 
employers (and those without the ability to adapt their payroll systems) to use direct deposit 

Intergovernmental fund transfers' 

Another non-traditional method of implementing direct deposit is to do an internal transfer 
of funds between governmental entities in a state. This option is being pursued by the State 
of Iowa, which withholds child support for more than 200 payors. Rather than initiating an 
ACH transfer, an internal accounting adjustment can be mi&de to move the funds, and the 
Collection Services Center will be provided with the information (in printed or electronic 
form) to properly post the funds to the child support accounts. Even though: it does not use 
the normal ACH transfer process, this payment method is still preferable to having one 
government entity print checks to send to another government entity. We suggest that states 
implementing direct deposit pursue this type of arrangement with as many related 
governmental entities as possible since it will immediately reduce.. manual processing. 

CCD+ Format 

As previously described, the CCD+ format was selected by the Child Support Application 
Work Group as the national standard for employer direct deposit One of the topics 
pursued in the direct deposit project was whether the selection of the CCD (rather than 
PPD) format would be a barrier to employer use of direct deposit 
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Implications for payroll vendors 

^^Z^^^'XT •* who w 0ul d have «o 

format reauiremen. ~ J'^Z" r«*. <1 5P°!"*<' ■><" War to sec the 

imphcations for payroll ESS" Jnta n^n ^ ^ nMt my have some 
software package* wntten^oa^^^^ Processors. It appears that some 

because, when* *eTac£ge ^ 1° ^ PPD *nnat 

deposit On the other hand Te PPD and^m ^P^ P^oU direct 

structure, so the effort req^ed t 0 adant^e o^LZZT £2 Saine rec ° rd 

have the proper incentive to do P * * mmmal 0nce ^ vendors 

77ie need to store addenda record data 

,to ^ - -t the format itself but the need 

Manpower of Cedar Rapi STwSe^ example best illustrates this point 

transmitted other type?* dkm ^^h^^'^^**#* L Manpower 
package developed^thkdpa^l^or ^JTSEJ 10 ^J""* *** a ^ software 
file, but lacked any kindTda^en^ software package could transmit a CCD* 
record information neede I c 15^ ° ~ ^P 0 ^ to put in the addenda 
particular package S?C^ SUPP ° rt , 1 Furthermore, there was no way in this 
employeesfor^fci ^£ld%^ *? basic « of information on the 

to enter all the addenda record - T W * Man P ower would have been forced 

time that payroll was rmi formation in character string form and from scratch each 

Maytag's difficulties with the new format 

— * ~* - CCD + 

• Addenda Record Count 

J?S£E2 ^ *S^a22f Record ^ Nu *<*' 10 - 

this rainier must always be??" ,n if? . ? " T" 1 * "I"""* 1 ■»«*«. In fact, 
following the entry record. ** " 0nly 0ne add<ndil 

• Trace Number 
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State of Nebraska's difficulties with the CCD* format 
Standard Entry Class Code 

• Record Type Code 

to be different from whauhTtoou^ sem ta ,he Emission 

dt^f^no'p^r SUtt Was — * «— * <he child support direct 

/lOosrare Jim,/ mmgferc lhe CCD+ fomat 

many EFT technologies as«S in W Q>l<>rado to ««*• of as 
the ability to receive toea d^rShs frt^.?T ?** ^ Pt ° n paymem lactoding 
standards showed that SereTno SdfcfcZSM ^f"" 0 ' 1 ° f ** **< 
whtch state or ,ocal agency original 
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transfer would show all the basic information about that state's bank, but would not indicate 
the originating agency.) Several possible solutions were identified: 

Use one of these fields to identify the originating state: 

REFERENCE CODE: Field 13 of the File Header Record (8 characters 
optional) 

COMPANY DISCRETIONARY DATA Field 4 of the Company/Batch 
Header Record (20 characters, optional) 

COMPANY ^DESCRIPTIVE DATA Field 8 of the Company/Batch Header 
Record (6 characters, optional) - 

DISCRETIONARY DATA Field 9 of the Entry Detail Record (2 
characters, optional) v 

Use the optional FIPS code field in the addenda record to indicate the state 
(or county) of payment snigm, not the FIPS code of the receiving child 
support entity. 

TMs issue should be addressed before implementing the CCD+ format nationwide, since 

S,« «T g T* " °f S ? ttS ^ W3nt t0 USe direct de P° sit t0 ***** ft** to and from 
mher states. If one of the suggested fields is considered for this purpose, NACHA and 
other ACH organizations should be asked to review the proposed direction and comment 
on conflicts this may present with other uses of these fields comment 

A second issue is that of identifying where the payment comes from. This addenda does not 

?2LST™ £ T JUriSdicti ° n t0 *«* whether or not * e ° ri ^ paym\mma^ 
to them was from a State income tax refund offset in the responding state Federal 

regulauons require child support agencies to include, with paymentsTey ^nd to oSer 
SXS^ r *• «— " — ^ugh Lte income tax 

Payroll System Constraints 

The structure of payroU systems - both in-house and vendor-provided - presented other 
obstacles to direct deposit implementation. For example, some systems XwS only te 
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direct deposit destination, which would preclude child support direct deposit if that 
destination is already being used for payrolL Others allowed use of direct deposit for child 
support only if payroll direct deposit was also being used. In other instances, the payroll 
systems did not have adequate room or the proper structure to cany the addenda record 
data from payroll to payroll. 

And even Meredith, which has both a sophisticated payroll system and programming staff, 
was having difficulty storing and using the CSC Number with direct deposit at the end of 
the project (Initially, employers were allowed to use payor Social Security Numbers in the 
Case Identifier Field, number 5, in the Addenda Record However, the State of Iowa later 
determined that, to accurately and automatically post the incoming payments, the CSC 
Number must be used in that field.) The payor's Social Security Number was easy to use, 
since it was already carried in the payroll system for other purposes. The CSC number was 
not routinely entered into the payroll system and it had to be added. 

On the other hand, Nebraska had already required employers to use the court case docket 
and page number for identification. Therefore, the State of Nebraska did not have to create 
extra data storage for direct deposit 

A related point is that the structure of some payroll systems made the CCD+ format a 
barrier to employers. In this instance, the issue was not whether the record format CCD 
or PPD, but that the record format included an addenda record with each entry detail 
record. PSI encountered employers who were interested in implementing direct deposit, and 
were already doing some form of direct deposit, but had no room to store the addenda 
record information in their payroll systems. 

Automatic Posting 

There are three ways that a child support entity can receive direct deposit information from 
the bank. 

• The bank can send a list of the relevant information (in effect, a statement) to the 
child support entity. 

• The bank can send the information to the child support computer in electronic form 
where it can be used to print a list used for manual posting to the proper account 
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The bank can send the information to the child support computer in electronic form 
where it canoe used to automatically post the payments to the proper account 

To implement the third option, the child support computer system must be adapted to 
receive and interpret the direct deposit information. To make this process effective tfac 
computer must be able to automatically post the payments using pre-programmed allocation 
logic The more sophisticated the posting software, the fewer payments will have to be 
manually allocated. * 

Iowa posting of wage withholding 

During this stage of the project, the posting process in Iowa was semi-automated In a 
previous stage of the project, a PC program had been created to store the list of ongoing 
wage withholding employers and, within that category, the relevant employees. When the 
information on wage withholding was received from the employer in the form of a single 
check and a printed list of employees and amounts, the PC program was accessed The PC 
program showed the last month's wage withholding information for that employer, allowed 
^t^'J 0 "5? nCW information ' then automatically uploaded the information 
to ICAR, the child support computer system This process was quicker than entering the 

S proce« ^ a PapCr rep0rtS ° f direCt dep ° SitS " e being V 031 * 6 ^ in 8 **• 

However, also during this stage of the project, a complex algorithm was developed to 
perform automatic posting. It was installed and tested during the project and was to be 

Z,.n men ? Jf^ ?** ?? Pr ° ject end ' IdeaU y« cMd su PP° rt en tities implementing 
employer direct deposit would develop this same type of automatic posting program to allow 
total automation of the process. However, the absence of such a program does not prevent 
die use (or negate the benefits) of direct deposit, since the information received from the 
bank can also be posted manually. 

One implication of developing the posting algorithm was a decision by the State of Iowa to 
change the number that identifies the payor to iCAR. Originally, employers usmgXea 
deposit were required to submit the employee Social Security Number (SSN). However the 
newly written posting algorithm required the use of the CSC Number rather aaSfeSS* 
The reason for this decision was that when there are multiple cases for a given obligor, only 
the CSC number can be used to properly post the mcoming funds. The obligor's SSN is 
present in aU case records, so it does not help the automatic posting routine find and 
properly analyze the various obligations. 
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Nebraska posting of wage withholding 

In Nebraska, the State is currently developing a statewide Court computer system. This 
system may automate the posting of employer direct deposit payments. However, all four 
Clerics of the District Court who participated in this project currently use manual posting 
for wage withholding payments. 

In order to allow the Clerks to continue manually posting payments, the banks needed to 
provide a paper report of the payments received- All four banks involved in the project 
were willing and able to program the report 

Child Support Entities' Bank Role and Responsibilities 

There are two main responsibilities of the child support entities' banks in child support 
direct deposit 

Maintain a separate account for receiving the direct deposit 

The first responsibility is to establish and maintain a separate account to receive the direct 
deposits. Since the information on incoming deposits will be passed on to the child support 
entity for posting to the computer, it is important to keep these funds entirely separate from 
other child support, especially that from other EFT sources, like automatic withdrawal. In 
addition, this separate account allows the bank to provide the report needed for those 
entities who will not receive the information electronically. 

Program and distribute the special report 

The second responsibility of the bank is to create a report, or other notification mechanism, 
with which to notify the child support entity of the deposit and addenda record information. 
The information contained in the addenda records is typically not stored in the bank's 
computer, therefore, if a special report is not created to capture that information, it is lost 
in the transmission. In Nebraska, the four banks serving the participating Clerk's offices 
were very cooperative about programming this report The only issue was that of ensuring 
that the report was programmed and ready to go before any employers began transmitting 
child support This coordination will be particularly important in any locale that does not 
have a central receipting agency. 
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In addition, this project showed that banfa, especially the child support entity's bank, can 
* r0 ' eS m ^mentation of direct deposit Here areVomeTf Z 



Participate in joint marketing efforts 



h e e ^t?l eCt d * P ° Sit « eat6S °* W business for bank, it wiH probably 

^ ^ ^ be ^ t0 ° ffer " chnical ciunng 

• Provide software, for direct deposit 

Some banks offer a PC-based product to its "customers for use in doing other types 

offf^H h K P °f V 11 *" ** or adapted software could be 

offered by banks for child support direct deposit 

• Add child support direct deposit to bill payer services 

Some banks offer their clients a product called "bill payer services." The bank works 
«m^hmc en R t0 f 1 UP * SerfeS ° f aut0 ^<= withdrawals and other transfers to pay 
«£Z BankS "«»w«e use of their bill payer service for making child 
support payment* and then transmit those payments to the child support agency's 
banks,™ direct deposit (In addition, some banks may offer payors fhe oXn of 
pre-schedukng transfers of child support funds.) P 

a^ebank P ^^ " ^5 * pr ° m0ting cMd su PP ort direct de P os * when they 
SJuK ^ i , e . mpl ° yer ^ ^ chUd su PP° rt entit y- A « ood P l ace to start with 
child support direct deposit marketing would be toidentify the employers who baS^lTSc 
same institution as the child support entity. The bank may be wilLg to Se onTome of 

%E£«g which would *" ^ chnd support staff to ~ t ™ : r f 



Correcting Errors 



^ m mfonnatlon sent fe y d ^ct deposit the proper way to correct 
*™JJL t£ reversm « * ntt y *« *>Uows the same ACH path as the original 
transmission. This approach is more complex than correcting errors on paper check 
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because the reversal transmission could fail and because the employer will have less time 
to recognize the error. ACH rules allow an incorrect direct deposit to be reversed within 
five days of the original payment. The reversal must be of the exact amount as the dollar 
value originally transmitted. The alternative (one adopted by the Iowa CSC) is to have the 
employer simply contact the child support entity about corrections and either a) send a 
check to make up for an under-withholding, or b) request a refund in check form for an 
over-withholding. 



Employer Transition Procedures 

When an employer is ready to program and send the first direct deposit, the employer needs 
to coordinate with the receiving entity so that everyone can track the process and identify 
any problems. In both Iowa and Nebraska, the literature that is sent to the employer does 
not contain the bank routing or bank account numbers. Although the inclusion of that 
information on court orders was recommended by OCSE, both the State of Iowa and all of 
the Clerks in Nebraska were uncomfortable with the -nation of widespread publication of this 
data. This data could give a knowledgeable reader access to confidential bank account 
information or permit improper use of the direct deposit option. 

Since the court orders describing the wage withholding information do not contain the 
transit routing information, the employer needs to call the State contact to get the bank 
information, in order to complete the programming. This step ensures that the bank 
information only goes to those employers who will actually use it. It also serves to notify 
the State and the Clerks' offices that an employer is getting ready to implement direct 
deposit. The detailed procedures developed for each state follow. 

Iowa 

The following steps have been established to help employers transfer to the direct deposit 
method. 

1. Employer finishes programming. 

2. Employer calls State for ACH routing numbers. 

Since these numbers are not included in any of the literature sent to 
employers, they will need to call the State to get the correct numbers. This 
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will be the State's signal that an employer is nearing completion of the 
changes needed to transfer to direct deposit 

These values must be entered into fields in the Entry Detail Record: 

■ Receiving DFI Identification (field 3) 
Check digit (field 4) 
DFI Account Number (field 5) 

Employer faxes a list of CSC numbers to State for verification. 

This step is necessary because some employers may have recorded the wrong 
number or -may nor have stored the CSC number at all. A procedure within 
the State for verifying the list and notifying the employer of any necessary - 
changes should be established. 

Employer schedules pretest before real transfer. 

Employers (and payroll processors) should be encouraged to do a pretest 
before a live transfer so that the actual movement of child support funds is 
not delayed due to direct deposit problems. The exact nature of the pretest 
would depend on the method used. Here are some variations: 

a. Employer Faxes List to Bank 

A pretest of this method is the least important given that the employer 
is not transferring any information electronically and that the bank is 
familiar with the process already. However, if the employer and bank 
agree, a faxed list of dummy items could be made. The bank would 
enter them and send the information on to the State where it would be 
verified against the information originally faxed by the employer. 

b. Employer to Bank then Intrabank Transfer of Funds 

This is the second least important method to pretest since Norwest 
does not actually send the funds over an ACH network. However, the 
State may want to encourage a pretest for the purpose of verifying that 
the method used by the employer to send withholding information to 
the bank (via modem, diskette, or tape) works as planned. 
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c Employer to Bank then Transfer Over ACH Network 

This method definitely deserves a pretest because there are so many 
potential areas for error.. The test should be broken down into three 
steps: testing the transfer of information from employer to the 
employer's bank, transfer of information over the ACH network to 
Norwest and transfer of information from Norwest to the State (The 
last step is least likely to experience any problems since Norwest is 
already experienced at transferring withholding information to the 
State.) 

d. Employer to Payroll Processor then Transfer Over ACH Network 

This method is most prone to error since it adds the step of 
transmitting the information from the, employer to the payroll 
processor and then to the bank for ACH transmittal. The same steps 
outlined in item c would apply here. 

5. Employer notifies State that test is being sent 

6. Test is sent 

7. If needed, additional work is. performed to correct any problems. 

If problems are encountered during the test the State may need to help the 
employer diagnose them. The best approach is to break the process down 
into logical components and test them separately. For example, the employer 
to bank segment could be tested separately, then the bank to ACH network 
segment then the ACH to Norwest segment then the Norwest to State 
segment 

8. Test process is repeated if major reprograniming is done in previous step. 

If a minor problem is noted and corrected, a full pre-test is probably not 
needed. If reprograniming is needed by the employer/payroll processor, 
another test is probably a good idea. Pressor, 

9. Employer notifies State that first real transmission is coming. 
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10. First real transmission is sent 

11. Employer faxes a list of the cases and amounts to State so the first 
tra n s m ission can be audited. 



12. State calls the employer to verify accurate receipt of the first real 
transmission. 

Nebraska 



1. Employer calls State contact for ACH routing numbers and bank account 
v numbers of the Clerks of the District Court for whom that employer is 

...withholding payments. „ «v. 

Since these numbers are not included in any of the literature sent to 
employers, they will need to call the State to get the correct numbers This 
will be the State's signal that an employer is nearing completion of the 
changes needed to transfer to direct deposit • 

2. State contact will notify each Clerk's office to send a preprinted notice to that 
employer with the information needed for the CCD+ record. The preprinted 
notice also includes information about who to contact at each Clerk's office. 

3. Employer schedules pretest with each Clerk's office before real transfer. 

Employers (and payroll processors) should be encouraged to do a pretest 
before a live transfer so the actual movement of child support funds is not 
delayed due to direct deposit problems. 

4. Employer notifies Clerk that test is being sent 

5. Test is conducted. 

6. If needed, additional work is performed to correct any problems. 

If problems are encountered during the test the State may need to help the 
employer and aerie's office diagnose them. The best approach is to break the 
process down into logical components and test them separately. For example, 
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the employer to bank segment could be tested separately, then the bank to 
ACH" network segment, then the ACH to Clerk's bank segment 

7. Test process is repeated if major reprogramming is done in previous step. 

If a minor problem is noted and corrected, a full pre-test is probably not 
needed. If reprogramming is needed by the employer/payroll processor, 
another test is probably a good idea. 

10. Employer notifies the Clerk that first real tr ansmiss ion is coming. 

11. First real transmission is sent 

12. Clerk calls the employer to verify accurate receipt of the first real 
transmission. 



Transferring Responsibility to the States 

At the close of the project, certain steps were taken to ensure that ongoing marketing of the 
direct deposit concept could continue. These steps applied in both Iowa and Nebraska: 

• Reprinting written materials. The printed materials developed during the 
project were inventoried and re-ordered to ensure that the states had an 
adequate stock on hand. 

• Training. PSI staff provided written procedures and on-site training about how 
to handle employer questions, how to use the written materials, and how to 
conduct an ongoing marketing campaign. 

• Analysis of prospects. Each state received a written analysis of the prospects 
that deserve attention in the months following the close of the project These 
prospects included those employers in the process of converting, employers 
who specifically requested a call-back, and employers who had expressed mild 
interest at an earlier point in the project 
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Adaptation of database. The database developed for research purposes was 
adapted for ongoing use by state staff in monitoring direct deposit prospects. 
Standard reports were developed to make it easy to track follow-up activities. 
The database was installed on PCs at the state offices and state staff were 
trained to use it 
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Conclusions and observations 



The Ideal Employers for Direct Deposit 

Based on interviews and database information, there are certain employer characteristics 
that will make direct deposit easier to implement in the short term. They are as follows: 

Payroll is done in-house 

When payroll is done within the company, the payroll director tends to have more control 
over scheduling enhancements. However, it can also be true that in-house programmers can 
be overwhelmed with other work and child support direct deposit may fall to the bottom of 
the list of enhancements. Eventually, when more payroll vendors and processors are able 
to offer child support direct deposit the importance of having an in-house payroll system 
will be minimized. • 

Stable workforce, minimal seasonal or other turnover 

Since it involves the transmission of a substantial number of data elements for each 
employee, child support direct deposit will only appeal to employers with stable workforces. 
Temporary agencies, seasonal employers, rapidly expanding companies, and employers with 
high turnover may be reluctant to implement direct deposit because it would involve re- 
keying lots of information each time that payroll is run. 

Sizable number of withholdings 

Only employers with a substantial number of withholdings are likely to be willing to do the 
programming necessary to implement child support direct deposit (Again, once payroll 
processors and vendors can offer the capability, this criterion will become less important) 
Many of the small employers interviewed in the course of this project felt that it was much 
easier to write a check when there were only a few withholdings to monitor. 

Interest in innovation 

Even some large employers encountered on this project said that they preferred writing 
checks because it gave them better paper audit trails, was easier to correct or because they 
didn't trust EFT. To implement direct deposit of child support, an employer must be both 
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able and willing to use more advanced methods of funds transfer. This openness to 
innovation is a quality that is not necessarily related to company size. Many small 
employers were very interested in the concept but could not justify the investment required 
to implement it- 

Already using direct deposit 

We were surprised at the number of large employers who are not using payroll direct 
deposit It seems clear that, unless payroll direct deposit is used, the employer is very 
unlikely to be interested in child support direct deposit Once the transfer method is used 
for payroll, the employer can see first hand the advantages of using EFT. Until that 
experience is present it seems that most employers will be unwilling to consider any other 
direct deposit 

Another consideration for employers is that there is often a one-time charge or minimum 
charge for direct deposit plus a per-transaction fee. For example, a typical charge is $20 
for the transmission and $.15 per item sent To incuf that charge for only child support 
transmissions may not be viewed as cost effective to an employer. However, an employer 
who is already transmitting, and already paying the $20 charge, may see no problem with 
adding a few additional items at $.15 per item. 

Some part of withholding payment process is manual 

Many employers have a payroll process that generates a list of child support withholdings 
owed to one or more child support entities. Usually that list has to be entered into an 
automated accounts payable system to generate a check. If any step of that processing is 
manual, for instance, if the list has to be keyed into an accounts payable system, or if the 
list is used to type the checks to the child support entities, then that process is more 
burdensome for the employer and direct deposit is more attractive. Some employers stated 
that it would not take many more child support withholdings (Le. from 20 withholdings to 
40 withholdings) before they would become very interested in direct deposit as a way to 
eliminate a manual step. Other employers have an integrated system in which the payroll 
system feeds data into the accounts payable system. The accounts payable system then 
generates the check automatically. These employers have less time and personnel invested 
in handling withholding payments, and therefore an increase in the number of withholdings 
is less burdensome. 
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Conclusions and Observations 



Who to Contact at Employer Sites 



Determining ; who to contact within companies is an issue when calling an employer without 
a specific reference. (In many cases, it was necessary to have a call transferred I within the 
company as many as three or four times to reach the right person.) Table Vni-l shows the 
frequency of titles encountered of appropriate staff whh whom to discuss ScttdSS 

2$: o r b? beIpful * foture efforts t0 direct de p-< » 3£ 



Table Vm-1 
Most Common Titles 



rittic 


===■ 
Count 


Payroll supervisor 


15 


Payroll manager 


13 


PayroU 




Accountant 




Comptroller 


6 


Office manager - 


5 


Clerk/bookkeeper 


4 


Accounting manager 


3 


| Human resources manager 


3 



Use of the CCD+ Format 

While the CCD + format appears to present no particular technical problems there is the 
Temn otT^H^ f ? ~ nd " who do not currency Sfa^abl 
23?25«^ ^ t™*' pa5T0U direct de P° sit • Ae most »^monly used direct 
deposit function - uses the PPD format and is most likely to be provided by payroll vendors 

™* StmCtUre 0f *• CCD «l PPD formats ax^ally ^ 

£d n™« V CCOrd ;, d0eS DOt exist 111 the PPD format - Therefore, payroll package 
and processmg vendors will need to create the structure and storage capability for the 
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addenda record in their software. The software vendors will also need to create data entry 
screens to allow users to enter the data for the addenda record. Another issue that these 
groups will need to address is .making the adjustments necessary to permit multiple direct 
deposit destinations. Unfortunately, there appear to be no specific industry associations that 
bring payroll package vendors and processors together to discuss issues like these. 

Our recommendation is that the CCD+ format be retained, since it is acceptable to the 
members of the Working Group and since no major technical difficulties have been 
encountered by the two employers in Iowa and the employer in Nebraska who are using 
it However, outreach to payroll package vendors and processors should continue to explain 
the reasoning behind this choice. In addition, the issue of how interstate payments will be 
identified should be resolved prior to national implementation of the CCD+ format. 



Use of Employer Notification Services 

Many employers subscribe to tax alert services that provide them with ongoing updates 
about their obligations in terms of withholding and remittance. To be in compliance with 
local, state, and Federal law, employers of any size or complexity of payroll are almost 
forced to subscribe to one of these services. Another good way to reach employers is to 
enlist the cooperation of these services. Following PSI attendance at the American Society 
for Payroll Management annual meeting, one of these services - Maxwell McMillan's Payroll 
Report (Englewood Cliffs, New Jersey) • published an article about child support direct 
deposit. Communication should be maintained with these organizations so they can be kept 
up to date on the progress of national implementation. 

Use of Payroll Associations 

We also recommend continued work with the American Payroll Association and the 
American Society for Payroll Management (and any other national or local payroll 
associations interested in direct deposit). The conventions and annual meetings of these 
organizations are an excellent way to meet payroll directors from major national employers. 
Any effort to announce national implementation of child support direct deposit can, for 
example, be made with the assistance of these organizations, both of which support the 
concept. 
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Conclusions and Observations 

National Implementation 

zzs&fxszx * chfld suppon £ 

This is not as forbidding a concept as it sounds. All a child support entity has to do to 

deposits in the form of a printed statement No electronic interface with the banlrfc 
required at the most basic level of child support direct deposit 

The steps involved in preparing to receive direct deposits would include: 

Establish a separate bank account at a bank that can receive ACH transfers. 

T£oi p :z d ™j° post * e informadon fr ° m ** ^ * is 
«ssssr R about ^ o,ding s ° 

^jSSS? SSf S 3 oyers (and banks) - describes * e 

employers will be reluctant to adopt the new payment method. It is just too confusing for 
employers to remit to some entities in electron* 7orm and to some ?£g plptrlS 

Importance of Outreach to PayroU Package and Service Vendors 

wtf pr^dl oaSon ^LT^ * «™un^ with the many companies 

SSiSTSSi^ * t0 pr ° CeSS payroU for employers. As the payroll process 

becomes increasingly more complex, many employers have started to look to Se sou^e 
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for assistance 



aspects of business, .^^222^^ * ^ *«mghomall 
to reduce the high costs of maintai^ ■*» "out-sourcing" 

Importance of Central Payment Registries in EFT 

K tplfm^S * * employers will be more 

activities into a single, central locatioa a <2S r ^ * • COnsolidates remittance 
payments that can be made using e^roni* SSSL f 7 ^ ? CTeaSC ^ nun *« of 
to remit withholdings to multiplf stetT S^52E" Sta K tes . where employers continue 
use fa less. SomelStes are condden^g cen^^^T for dire « deposit 

receipting of other payments as a l<Sf ST Cmpl ° yer Wmems ' while lea ving 

Development of PC Package for Small Employers 

jjt^ of a simple, PC-based 

If priced low enough, this option nSt bTa^^ f^ 0 * dlw " de P°«^ormation. 
unlikely to have the critical nWof^ayors ne^! * ^ ^P^rs who are 

worthwhile. This approach *£g* aSl^ J??* P^^g 
software systems that cannot be easily adaote^l ?k « P Wh ° have S0 Ptaticated 
direct deposit. t0 carr y the fields necessary for child support 

-PPOH SeTuS mus^e ^ 2 ' A* WbnB ^ ^ employees and 
payroll is done, the employer^uTd^olv^ ° f *? addend » record Wh^n 

employee. The resulting updated file SaJ^T ^ am ° Unt 3,1(1 P a * date f °' each 
or -delivered on diskenf . ^bank 2l£ n' * the employer's bank 

information. fle oamc would then process the direct deposit using that 

The Impact of the 1994 Requirements 
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Conclusions and Observations 



course of telephone interviews and site visits, this issue came up frequently Employers will 



Conclusion 



coLcted in taSffi SZ^MXTJ^^JS 

reduce the dme and cos, of meeting the many payXS 33LS£ - W oy 
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government entities... Direct deposit is an excellent way of addressing both that employer 
goal and the parallel desire to reduce processing overhead at child support entities. 
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CCD + RECORD FORMAT AND FIELD SPECIFICATIONS 



CHILD SUPPORT APPLICATION 
ADDENDUM CONVENTION 



CHILD SUPPORT APPLICATION ADDENDUM CONVENTION 



1. Purpose tnd.Scope _ 

The child support application addendum convention contains the format, definitions, and 
implementation suggestions for employers to pay child support withholding via the ACH to 
the appropriate state or coijnty. This convention is for use within the National Automated 
Clearing House Association's (NACHA) CCD+ format The convention is carried within the 
80 character free form field of the addendum record. The child support payment 
convention provides employers with a method to pay child support withholding 
electronically by originating an ACH credit. 

2. Background 

In 1975 f the Federal/State Child Support Enforcement program was established to: 

o ensure that children are supported by their parents, 

o foster family responsibility, and 

o reduce the costs, of welfare to the taxpayer.. 

Under additional federal legislation enacted in late 1988, income withholding became 
mandatory for the absent parent who is one month in arrears on child support payments. 
Effective November 1, 1990, income withholding is mandatory for all new and modified 
cases where the state collects child support payments either at. the request of the custodial 
parent, or because the custodial parent receives state?administered welfare benefits, i.e^ IV- 
D cases. Beginning January 1; 1994, income withholding becomes mandatory for all new 
and modified non-IV-D (private) child support cases. Since passage of the above Child 
Support Enforcement Amendments, income withholding has become an important child 
support collection tooL Preliminary statistics indicate that 37 percent of collections made 
during Fiscal Year 1989 were a result of income withholding* a percentage that will increase 
given the legislative requirements. 

With the requirement that child support obligations be collected through income withholding, 
the workload will increase for both employers and child support receipting agencies. (A 
child support receipting agency refers to the entity responsible for collecting and/or posting 
IV-D child support payments such as a State or local child support enforcement agency, a 
court, or a central collection center.) Currently, employers often submit one check with an 
attached list that indicates the obligors* names and amount withheld from each of them. 
In turn the child support receipting agency has the laborious task of posting the single 
payment for multiple child support enforcement cases. 

In 1987, the Office of Child Support Enforcement (OCSE) awarded a grant to the States of 
Iowa and Nebraska to zssczs the potential benefits of EFT technology in a child support 
enforcement setting. The concept of implementing EFT/EDI for income withholding 
originated from work conducted under the grant — the Iowa/Nebraska EFT Project. 
Realizing that this concept had national significance, in 1990 OCSE began working closely 
with the Bankers' EDI Council, child support enforcement agencies, employers, and the 
payroll industry to develop the Child Support Application for use in the ACH. 

OCSE distributed an EFT/EDI Work Group Report to the state child support agencies to 
provide them with background on the preliminary work on the proposed convention. The 
state child support agencies were asked to review the proposed data requirements and 
provide comments and suggestions. Upon receipt of these responses the data requirements 
for the proposed convention were finalized. 
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3. Convention Specifications 

The convention specifications and implementation considerations are specified as follows: 
3.1 NACHA Record Formats 

NACHA record formats for CCD+ entries flow in the following order 
. File Header Record 

__ Company/Batch Header Record 
Entry Detail Record 

Addenda Record (Carries an 80 character Free Form Field) 
Entry Detail Record 

Addenda Record 

Company/Batch Control Record 

Control Record 

The following sections (3.2 - 3 J) contain NACHA formats and footnotes, where applicable, 
explaining and specifying how fields are to be utilized in conjunction with the child support 
convention. For more specific information on NACHA formats, specifications and 
definitions, refer to the NACHA rufe book. 



2 



0 



3.2 File Lerei Records 



RLE HEADER RECORD 
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3.3 Company/Bitch Ler«l Records 



COMPANY/BATCH HEADER RECORD 



Ml . 


i 


t 


1 


1 


i 


1 


7 


1 


1 


ft 


• II 


u 


n 


tin 
ngrnrr 












gtmtm 








tcnunan 










COM 






camun 

jptracATMi 


onvr 

Ottl 






CI (IT 
QAfl 


am 

fJOUUQ 


coot 


MMJUTM 


UTCM 
tfUMtfJI 




T 




























1 


1 


It 


a 


« 


1 


it 


1 


1 


1 


1 


1 • 


7 










n-4t 


4*U 






•mi 








•M7 


IMt 



COMPANY/BATCH CONTROL RECORD 
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3.4 Entry Detail Level Records 



ENTRY DETAIL RECORD 
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ADDENDA RECORD 
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1 This field carries the remitttance informatioa ia the DED format (see Section 3.5). 



3.5 Child Support. Application Addendum Convention 



Field Name 
(Data Elements 
& Separators^ 



Segment Identifier 
Separator 

Application Identifier 

Separator 

Case Identifier 
Separator 

Pay Date 

Separator 

Payment Amount 

Separator 

Absent Parent SSN 
Separator 

Medical Support Indicator 
Separator 

Absent Parent Name 
Separator 
FTPS Code 
Segment Terminator 



Field 

Requirements 



Data 
Element 
l2E£ 



Min/Max Contents 
Use 



M 

M 
M 

M 

M 

M 



ID 

AN 
DT 

N2 

AN 

AN 

AN 

AN 



2/2 

1/20 
6/6 

1/10 

9/9 

l/l 

1/10 

5/7 



DED 



CS 

XXXXXXXXX 
YYMMDD 

SSSSSSSScc 

XXXXXXXXX 



XXXXXXXXX 



XXXXXXX 
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3.6 Definitions 



Absent Parent SSN The absent parent Social Security Number data element provides the 
child support receipting agency with the obligor's Social Security Number. 

Absent Parent Name The absent parent name data element indicates the first seven letters 
of the obligor's last name followed by the first three letters of the obligor's first name. 

AN The string type data element is symbolized by the representation, AN. Contents of 
string data elements are a sequence of letters, digits, spaces and/or special characters. -The 
contents shall be left-justified. Trailing spaces should be suppressed unless they are 
necessary to satisfy a minimum length requirement. 

Application Identifier The application identifier indicates the type of deduction -being 
withheld from an employee's pay. The identifier consists of two uppercase letters and/or 
digits. 

Case Identifier The case identifier data element is the IV-D case number or court order 
number. The ciiid ^support/receipting agency can use its discretion in determining which 
number to use. 

DT The date type data element is symbolized by the representation, DT. Format for the 
date is YYMMDD. YY is the last two digits of the year (00-99), MM is the numeric value 
of the month (1-12), and DD is the numeric value of the day (1-31). 

Data Element Type The Data Element Type identifies the type of information contained 
in the data element (field). For instance, AN, ID, DT, N2. 

Field Requirement The field requirement of a field (data clement) indicates whether the 
field is mandatory (M) or optional (0). 

FIPS Code The Federal Information Process Standard (FIPS) code is 5 characters when 
indicating both the state and county codes. It is 7 characters when indicating state, county, 
and local codes. 

ID The identifier type data element is symbolized by the representation, ID. An identifier 
data clement shall always contain a value from a predefined list of values. 

Mandatory (M) This field (data element) shall appear in the convention. 

Medical Support Indicator The medical support indicator indicates whether the obligor has 
family medical insurance coverage available through their employer. If medical insurance 
coverage is available a "Y - is placed in the field; if there is no coverage available an "N" 
is placed in the field. 

Min/Max Use The min/max use of a field specifies the minimum and maximum length of 
a particular field. For example, 1/6 indicates that this data element must carry at least one 
character, but not more than 6. 

N2 The numeric type of field (data element) is represented by the two-position 
representation, N2. N indicates numeric and 2 indicates the decimal places to the right of 
a fixed, implied decimal point. The decimal point is not transmitted. It is intended that 
this number will always be positive for the child support application addendum convention. 
In this convention the amount fields are defined as N2 type data elements. Thus, S550.00 
would look as follows *55000*. 
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Optional (O) The appearance of this field (data element) is either at the option of the 
sending party (originator) or is based on the mutual agreement of the originator and 
receiver. 

Payment Amount The payment amount data element indicates the obligor's withholding 
amount for this pay period being paid to the child support receipting agency. The payment 
amount field should always contain cents (cc). 

Pay Date The pay date data element provides the obligor's pay date; the date of the income 
withholding. 

Segment Identifier The segment identifier serves as the name of the segment. The 
identifier occupies the first character positions of the segment and consists of two or three 
uppercase letters and/or digits. 

Segment Terminator Each segment ends with a segment terminator (\). The terminator 
denotes the end of the segment. 

Separator The separator or data element separator is used to separate fields (data elements) 
within a segment The character to be used as a separator is the asterisk (*). 
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fDe/acft anrf mail) 

Please send more informaUon about using direct deposit to transfer child support funds. 

We are already using direct deposit for other purposes: Oyes Qno 
We do our payroll: □ in-house □ through a payroll processor 

Your company name , 

Your contaa name/title , 

Your mailing address 



Your telephone number 



Information requested by 



APPENDIX C 
IOWA IMPLEMENTATION PACKET 




TERRY E BRANSTAD. GOVERNOR 



DEPARTMENT OF HUMAN SERVICES CHAPtHS m. PALMER OWECTOR 



Dear Employer: 

Thank you for requesting a Direct Deposit Implementation Packet. 

Enclosed you will find che information needed to implement direct deposit of child 
support withholding. A planning checklist is included, as well as technical specifica- 
tions to be used by your programming staff and a list of topics to discuss with your 
bank. We have also enclosed an evaluation form to be mailed when the implementa- 
tion process is complete. 

We welcome any questions that you might have about the implementation process. 
Please call us at (515) 2Slr63S9 for more information. 

We very much appreciate your interest in direct deposit and look forward to working 
with you during the implementation phase. 



Sincerely, 




James Hennessey, Chief 
Bureau of Collections 
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DEPARTMENT OF HEALTH & HUMAN SERVICES 
ADMINISTRATION FOR CHILDREN AND FAMILIES 



THE EFT/EDI PILOT PROJECT 
FOR CHILD SUPPORT ENFORCEMENT 



We are encouraging your participation in an innovative and exciting national initiative involving 
wage withholding and the electronic transfer of funds and data This project is sponsored by the 
Office of Child Support Enforcement (OCSE) of the U. S. Department of Health and Human 
Services in conjunction with the National Automated Clearing House Association (NACHA) and 
endorsed by the American Payroll Association. OCSE is charged with overseeing the Federal/State 
Child Support Enforcement Program. 



What is the Child Support Enforcement Program? 

The Program was established in 1975 as Title IV-D of the Social Security Act Its purpose is to: 

• ensure that children are supported by their parents; 

• foster family responsibility; and 

• reduce the costs of welfare to the taxpayer. 

The Program functions in all States and territories. It is usually administered through State and 
county social services departments, though many States have agreements with prosecuting 
attorneys, other law enforcement agencies, and family or domestic relations courts to cany out the 
Program at the local level. 



Why should I bo concerned with Child Support Enforcement? 

To ensure that support money, regularly and reliably gets to the children for whom it is destined, 
the Family Support Act of 1988 mandates immediate wage withholding for most new child support 
orders beginning in 1994. (For those cases in which the custodial parent is receiving services 
from the State Child Support Enforcement Program, the effective date for mandatory withholding 
was November 1, 1990.) This new provision of the law will not only have an impact on the Child 
Support Enforcement (CSE) agencies administering the Program but will directly affect most 
employers as well Employers will be required to withhold wages and remit payments and 
payment information to the CSE agencies. Payments may go directly to custodial parents as well, 
depending on individual States 1 method of administration. 



What it the national initiative for all noncustodial parents In my employ? 

The initiative is known as the Electronic Funds Transfer/Electronic Data Interchange (EFT/EDI) Pilot 
Project. EFT and EDI technologies are combined in this initiative to electronically transmit both 
payments and payment related data from employers to CSE agencies. Over the past decade, EFT 
has thrived in the financial world and EDI has gained acceptance in virtually all industries as a 
means to transmit purchase orders, shipping* information, invoices, and other business documents. 
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How is EFT/EDI technology applicable to child support enforcement? 

Use of electronic funds transfer and data interchange can provide a seamless flow of collections 
and information from employer to the CSE agency and child support recipient The simultaneous 
transmission of wage withholdings and related case data using EFT and EDI will improve both thd 
accuracy and speed of child support collections. OCSE in conjunction with the National 
Automated Clearing House Association, bankers, payroll associations, and employers, has 
developed a standard format for transferring both wage withholding payments and the related data 
This standardization should diminish many problems now encountered by employers who must 
respond to multiple States' varying data needs. 



What is the purpose of the EFT/EDI Pilot Project? 

The purpose of the Project is to: 

e establish, test, and refine the process; and 

e demonstrate how EFT/EDI can boost both State CSE agencies 1 and employers 1 
efficiency in implementing immediate wage withholding, alleviating much of the 
anticipated workload associated with the legislatively mandated, universal application 
of wage withholding to all child support cases. 



/t there any prior experience with EFT/EDI In child tupport wage withholding? 

Since 1990, OCSE has been sponsoring an EFT demonstration project in Iowa and Nebraska The 
overall assessment of using EFT to deposit employees' child support payments was that the 
benefits exceed the costs. Even though this method of transferring child support payments has a 
very short history, employers believed that the eventual savings, particularly in terms of staff time, 
would greatly exceed the programming costs and operational and logistical problems associated 
with modifying their automated payroll systems. 



What benefit* to the employer have been found In the EFT demonstration project? 

Prior to EFT, one employer reported writing individual checks for each affected employee. The 
need to type the check; verify, review arid approve the check amount; enter the information into 
the payroll and/or accounting system; and then mail the checks and other information (e.g. f case 
number) to the CSE agency was labor intensive, sometimes costing more to process than the 
amount of the check. Other benefits were reported in faster transmission of information, less room 
for error (e.g., wrong amount typed on the check, loss of the check in the mail), and, for one 
employer, reduced bank charges related to the transactions. 



What are the costs of EFT/EDI to the employer? 

The initial, one-time programming costs necessary to set up their system to accommodate EFT 
appeared to be the greatest cost to employers. When employers-who participated in the 
Iowa/Nebraska demonstration project-were asked to estimate these costs, the estimates ranged 
from a low of approximately $1,600 to a high of about $9,500. This large range in costs most 
likely reflects several factors: 
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• the size of the company; 

• the degree of automation; 

• the extent of the system changes required (less when the payroll system is already 
programmed to perform functions electronically, such as direct deposit of wages to 
employee accounts); and 

• whether the change is being made for all employees whose wages are being 
withheld to meet child support payments, or only a few (e.g., in Nebraska the EFT 
project involved only one county). 

Aside from the programming costs, most of the other direct costs (e.g., ongoing system 
maintenance costs, bank charges) and opportunity costs (e.g., loss of float on the wage 
withholdings) were mentioned by employers as being very minimal. 



What /« the Incentive for my company to •ttabllsh EFT/EDI? 

Implementing EFT/EDI will minimize paperwork, enhance the productivity of employees who may be 
child support recipients, and most importantly, will ensure that children do not go without the basic 
necessities of life. 



START HERE! 



Use this planning checklist to implement direct deposit of child support withholding. 
Activities should be conducted in the order shown. 



Activity 


Comments 


Date 

Scheduled 


Date 
Done 


Read "Information 








Meet with 
programming staff 


Give them "Information 
for Your Programmers" 






Meet with 
your bank 


Give them "Information 
for Your Bank" 






Make programming 
changes 








Test 
process 


Prior to prenote 






Develop written 
procedures 


Include a schedule and 
backup procedures 






Conduct 
prenote 


At least 10 days prior to 
first transmission 






Monitor first 
transmission 









Dimt Deposit of Child Support 
515/281-6389 



Court-ordered child support makes a major contribution 
to the well-being of millions of children across the 
United States. Employer withholding is one of the most 
effective ways to collect child support Now employers 
withholding child support for workers in Iowa can make 
those payments using direct deposit. 

This part of the Implementation Packet describes in general terms the steps that must 
be taken to initiate direct depbsit of child support Please read this document before 
proceeding with the implementation of direct deposit 

Background information about child support withholding 

Federal law requires that employers withhold child support for all new or modified 
child support orders collected through state and county governments. There are three 
ways to transfer these funds to the Iowa Collection Services Center (CSC): 

o Mail a separate check for each employee. 

o Mail one check and a list indicating the employee names and the dollar 
amount withheld for each employee. 

o Use direct deposit to transfer funds and information electronically to a 
special CSC account 

Using direct deposit "Direct deposit" (a form of electronic funds transfer) can 
be used to transfer child support directly into the CSC account At the end of 
each pay period, your computerized payroll system can build an electronic file 
listing the employees and child support amounts withheld The file can then 
be transferred electronically to your bank which will use it to withdraw funds 
from your account and transfer them to the CSC account 

Direct deposit benefits employers. Because direct deposit eliminates the need to 
create and mail paper checks, the withholding process is faster and less expen- 
sive. Federal law may requires that, beginning in 1994, all child support pay- 
ments (including those not handled by the State of Iowa) be collected through 
income withholding. This law could substantially increase the number of 
employees for whom you must withhold child support Implementing direct 
deposit now will reduce the potential impact of this future requirement 



1 



Direct Deposit of Child Support 
515/281-6389 



Employee permission is not needed. The withholding of child support is mandat- 
ed by court order. However, the mechanism used to transfer those funds to the 
CSC is the choice of the employer. It is not necessary to obtain permission 
from employees before using direct deposit 

There are three major steps in implementing direct deposit of child support: adapting 
the payroll system, coordinating with your bank, and testing the process. 



Programming changes 

To implement direct deposit, a programmer will have to create the data structure and 
process needed to build a transmission file. 

The magnitude of changes. Since you are already using direct deposit for other 
payments, changes to your data processing system will probably be minim al 
However, we are prepared to assist you or your staff by answering any technical 
questions that arise. 

The issue of record and file structure. Information about the employee, the court 
order, and the payment must be transmitted electronically to the bank in a 
specific format. National standards have been developed for child support 
direct deposit records and files. A copy of those standards is enclosed for use 
by your programmers. 



Coordinating with your bank 

Since you are already using direct deposit for other payments, your bank is accustomed 
to receiving electronic transmissions of information from your company. However, the 
addition of direct deposit of child support raises several new issues: 

o The bank will need to know about the required format of the child support 
record and file. For example, each employee record will always be followed by 
something called an "addenda record." Your current direct deposit functions 
may not use addenda records. 

o You should discuss the logistics of the transmission with the bank. Is a modem 
to be used or a magnetic tape? How often will the transmission be made? 
How often will you transmit information to the bank: monthly, bi-monthly, 
weekly? 
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o Reporting should be discussed Will you want the bank to prepare a report for 
you showing the information about child support that was transmitted? Is the 
bank currently preparing reports for you for other direct deposit functions or 
will this be a new function? 

We have included a document in this folder called Information for Your Bank" to use 
when you meet It will describe the child support withholding process in more detail 
and answer many of the questions the bank will have about this new procedure. 
Enclosed as part of Information for Your Bank" is an agreement summary sheet to 
help you document the decisions made in your meeting. We will also be happy to talk 
directly to your bank if there are additional questions to be answered. 



Testing the process 

When your programmers have finished the necessary changes to your payroll system, 
it will be possible to do a test transmission of child support withholding. This must 
be coordinated with your bank. You will need to establish a time and date for the 
transmission and create test data. Based on the results of this test, some additional 
revisions may need to be made to your payroll system or to the bank's data processing 
system. You should continue to test the process until both you and your bank are 
satisfied that the information is being transferred in a complete and accurate manner. 

Conducting a prenote 

A one-time process called a "prenote" (prenotification) is often conducted prior to the 
first live transmission as an additional test of the direct deposit process. A prenote 
simulates a future live transmission and contains zeros in the "amount" fields. 
Although a prenote is optional for this type of transmission, it is recommended. 
Additional information about the prenote process is included in "Information for Your 
Programmer." The prenote must take place at least ten days prior to the first live 
transmission. 



Written procedures 

It is important that written procedures be developed describing the process of direct 
depositing child support. Schedules and procedures should be included. 



3 



Evaluation form 



Please take a moment to complete and mail the evaluation form enclosed in this 
packet Your comments about the implementation process will help us improve the 
assistance and materials we provide to other employers. 

For more information, call (515) 281-6389 
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Recent federal legislation requires employers to withhold more child support payments 
from employees' wages in the coming years. As the number of withheld child support 
payments grows, the demand upon payroll processing staff will grow. The ability to 
transfer these payments by direct deposit will ease processing these payments, particularly 
in the future. 

This part of the Employer Direct Deposit Implementation Packet describes the 
programming requirements for implementing direct deposit of wage withheld child 
support payments. There are four general steps for implementing the direct deposit: 

o Identify sources of required data, 

o Modify your payroll system, 

o Test the new transmission process, 

o Document the direct deposit process. 

The specific steps necessary to find the necessary data, modify your system to create 
an electronic funds transfer (EFT) file, and transmit that file to your bank, will vary 
depending upon the type of payroll system you have and the method you use to transmit 
information to your bank. 

At the end of this document you will find detailed descriptions of the record formats 
for sending Automated Gearing House (ACH) transactions, including the Child Support 
Addendum Convention. 



Identify Sources of Required Data 

Direct deposit child support payments use the CCD+ (Cash Concentration and 
Disbursement) format which contains one entry detail record and one addenda record 
per payment Most data will be the same as that which you are currently using for other 
direct deposit applications. However, the layout of the addenda record for child support 
is very specific. The addenda record has an 80 character free form field which will carry 
the specific case information required by the Collection Services Center (CSC) for 
posting the payment. The data required for the addenda record include the following: 



• The obligor's unique case identifier. You can find this number on the court order 
which requires you to withhold the child support payment 

• The pay date — the actual date the money will be withheld, equal to the date 
of payroll. 

• The payment amount. 

• The obligor's social security number. 

• The medical support indicator. This is a "Y" or "N" depending upon whether 
the employer's health plan offers dependent medical coverage. 

There are two optional data elements included in the addenda record. They are: 

• The obligor's name. This should be on your computer system, and would be 
helpful for the receiving agency if you are able to include it 

• The Federal Information Process Standard (FIPS) code. While the FTPS code 
isn't actually in use yet, it will be used in the future. You may find it most 
convenient to plan for it now, whether that means building a table to store FTPS 
codes, or creating the space for entering the code. When it becomes necessary 
in the future, the correct FIPS code will be provided on the original court order 
requiring you to withhold the child support 



Modify Your Payroll System 

The modifications necessary will depend upon your payroll system and the method you 
use to transmit files to the bank. 

Many direct deposit transactions take place using the ACH Prearranged Payments and 
Deposits (PPD) format However, direct deposit of child support uses the Cash 
Concentration or Disbursement plus an addenda record (CCD+) format If you are 
not currently using the CCD + format, you will find a few differences in the data required 
for the header and control records. In addition, there is an addenda record which follows 
the entry detail record. We have included a detailed description of the CCD+ format, 
including appropriate default field entries. This description is presented graphically 
along with examples and a blank record you can use as a worksheet. 
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One way to analyze what this new process will require of you would be to print out 
a current direct deposit transmission file. You can then use that printout to fill in the 
worksheet for the CCD + format Filling in the worksheets this way will help you identify 
what data elements may not exist in your system, and raise any other issues you may 
need to address. There are some key points to keep in mind: 

1. How will the process retrieve the existing data? 

2. Where will the new data (such as the medical support indicator) be stored? 

3. How will the new process fit into the existing system? For example, will you 
need to generate reports of this transaction? Will you need to provide for other 
record-keeping capabilities? 



Test the New Transmission Process 

Once all the pieces are in place, you will want to test the process, including the 
transmission. We suggest the following steps: 

1. Run an in-house test of the new process. 

2. Print out the new file for a visual check. 

3. Arrange a specific time with your bank to send a test transmission with test data. 

4. Run another test, this time to transmit to the bank. 

5. Send the transmission to your bank. 

6. Talk with someone at your bank who can verify the transmission, and who can 
actually verify the file. 
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Document the Direct Deposit Process 

Once you have tested the process successfully, write the instructions for processing the 
direct deposit to include with your other documentation- If you have a procedure for 
documenting new applications, you will want to follow that, of course. However, if you 
don't have such a procedure you could use the following list 

Include in your documentation: 

L Where and when in the payroll process the file is created that will be transmitted 
to the bank. 

2. All of the steps involved in creating the file and transmitting it to the bank. 

3. How the bank responds to the transmission — whether the response is a paper 
report, or a phone call verifying the transmission. 

4. What type of records of the transmission — electronic and/or paper — are kept 
and the procedure for storing them. 

5. Contingency plans for different situations, such as when a bank holiday falls on 
a payroll date, or if the transmission doesn't work. 

6. Names and phone numbers of contacts for troubleshooting (i.e., the ACH 
representative at the bank). 
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CCD+ Format and Child Support Addenda Record 



The structure of the file and records used for direct deposit of child support will be 
similar to ones used for other direct deposit applications. That structure is as follows: 



| Re Header Record 


see page 6 






Company/Batch Header Record 


see page 7 




Entry Detail Record 


see page 8 






Addenda Record 


see pages 9-77 




Entry Detail Record 


repeating record 






Addenda Record 


repeating record 




Entry Dotal Record 


repeating record 






Addenda Record 


repeating record | 




Company/Batch Control Record 


see page 12 8 


^ Re Control Record 


see page 13 | 



The pages that follow have detailed descriptions of each of these record formats. Most 
likely you will not need to create all these record files. Often banks will create the 
header and control records, or supply software that will create those records for you. 
However, as you work with the bank to implement direct deposit of child support, it 
may be helpful to know what goes into a CCD+ transaction. 

Along with the record formats, you will find a separate description of the 80 character 
free form field in the Addenda Record which is used to carry the specific child support 
payment information. This description includes data element definitions and format 
requirements. 

All record formats, except for the Addenda Record format, are taken from the 1991 
ACH Rules, published by the National Automated Clearing House Association. Any 
further information you may need should be available from your bank ACH 
representative. 
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Court-ordered child support makes a major contribution 
to the well-being of millions of children across the 
United States. Employer withholding is one of the most 
effective ways to collect child support Now employers 
withholding child support for Iowa workers can make 
those payments using direct deposit. 



Introduction 

More than 6,000 Iowa employers withhold child support from their employees and 
mail the payments to the Collection Services Center. It is now possible for those 
employers to use direct deposit to transfer the funds. The employer who is providing 
you with this material wishes to use direct deposit and is requesting your assistance 
during implementation. 

In 1989, more than 41 percent of the child support collected in the United States came 
from employers. Employer withholding is an extremely effective way of collecting 
child support. However, since it represents an additional step for the employer, we 
are always seeking new ways to make the process easier. And, as you know, direct 
deposit is a highly efficient way to move funds from one organization to another. 

Your assistance is requested in the following areas, all of which are described in more 
detail in the materials provided here: 

o It may be necessary for you to adapt your data processing system to use 
mandatory national standards for file and record structure. 

o You will need to plan the logistics of direct deposit with the employer. For 
example, will the data be transferred using a modem or a magnetic tape? 

o Once the employer has adapted his or her payroll system, direct deposit of 
child support should be tested using simulated data. An optional prenote may 
also be scheduled. 
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Direct Deposit of Child Support 
515,281-6389 



Background information for bankers 

Federal law requires that employers withhold child support for all new or modified 
child support orders that are collected by the State of Iowa. In the past, employers 
transferred withheld funds by mailing either a single check with a list of employees 
and amounts or a check for each employee to the Collection Services Center. 

During the past year, direct deposit of child support has been tested with two major 
Iowa employers. The success of that test has cause the State and federal child support 
authorities to extend this option to other employers. Your assistance is needed to 
implement direct deposit of child support 

It is important for you to know that direct deposit of child support uses a very specific 
record format based on national standards established by a working group that 
included representatives of the National Automated Clearinghouse Association 
(NACHA). The child suport record is a form of CCD + record and includes an 
addenda record for each entry detail record. The child support format is described 
in the next section of this document to assist your programmers in preparing for direct 
deposit of child support. 



Child support withholding record structure 

The structure of the file and records used for direct deposit of child support will be 
similar to ones you are already receiving. The record structure is the one used for 
CCD + transmissions. That structure is as follows: 

File Header Record 

Company/Batch Header Record 
Entry Detail Record 

Addenda Record 
Entry Detail Record 
Addenda Record 
Company/Batch Control Record 
File Control Record 

Attached to this document is a copy of the information being provided to programmers 
at employer sites to help them adapt their computer systems to direct desposit of child 
support. This information contains very detailed information about the content of 
each field. We suggest that the programmers at your bank review this information, 
especially that describing the contents of the addenda record and the free-form field 
within that record. 
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Logistical issues 



Attached to this document is a prototype "Employer/Bank Agreement" that can be 
used in your discussions with the employer. It contains space to document your 
discussions on the following points: 

o Main contact at bank and employer 

o Typical processing schedule 

o Transfer format 

o Dates for test, prenote, and first live transmission 

o Charges 

o Contingency plans in case of failure 



Testing the process 

Two methods of testing the child support direct deposit process are suggested. First, 
the employer's programmers should notify the bank when they are ready to send a trial 
file to the bank to verify format, content, and the transfer process. If any problems 
are detected, the test should be repeated as often as necessary to ensure that this 
aspect of the direct deposit process is working smoothly. 

Second, a prenote (although optional for this type of transfer) is suggested. As you 
know, a prenote tests the movement of information through the Automated 
Clearinghouse (ACH) used by your bank. The prenote also tests the presence of the 
destination bank and child support account The prenote must take place at least 10 
days prior to the first live transmission. 

For more information, call (515) 281-6389 
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Employ* /Bank Agreement 
Direct Deposit of CMd Support 



Contact: bank 



Contact: employer 



phone: 



phone: 



Technical contact: bank 



Technical contact employer 



phone: 



phone: 



Processing schedule: 



Date of first test: 
Date of prenote: 
Date of first live transmission: 

Transfer format: 

Tape (speed/size) 

Modem (speed/type) 

Bank fees/charges: 

Contingency plans/Comments: 



Authorized by: 

for bank/date for employer/date 
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APPENDIX D 
NEBRASKA BROCHURE 
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APPENDIX E 
NEBRASKA IMPLEMENTATION PACKET 
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START HERE! 



WeVe provided this planning checklist to help take you through the process of 
implementing direct deposit of child support. 



Activity 


Comments 


Date 
Sched- 
uled 


Date 
Done 


Read "Information 
for Employers" 








Meet with payroll/ 
programming staff 


Give them "Information 
for Programmers" 






Meet with 
your bank 


Give them 'Information 
for Your Bank" 






Make programming 
changes 








Test 
process 


Before sending prenote 






Develop written 
procedures 


Include a schedule and 
backup procedures 






Conduct 
prenote 


At least 10 days prior to 
first transmission 






Monitor first 
transmission 








Complete and mail 
evaluation form 









E p S: Easy Payment Services 



DEPARTMENT OF HEA^i H & HUMAN SERVICES 
ADMINISTRATION FOR CHILDREN AND FAMILIES 



THE EFT/EDI PILOT PROJECT 
FOR CHILD SUPPORT ENFORCEMENT 



We are encouraging your participation in an innovative and exciting national initiative involving 
wage withholding and the electronic transfer of funds and data This project is sponsored by the 
Office of Child Support Enforcement (OCSE) of the U. S. Department of Health and Human 
Services in conjunction with the National Automated Clearing House Association (NACHA) and 
endorsed by the American Payroll Association. OCSE is charged with overseeing the Federal/State 
Child Support Enforcement Program. 



What is the Child Support Enforcement Program? 

The Program was established in 1975 as Trtle IV-D of the Social Security Act Its purpose is to: 

• ensure that children are supported by their parents; 

• foster family responsibility; and 

• reduce the costs of welfare to the taxpayer. 

The Program functions in all States and territories. It is usually administered through State and 
county social services departments, though many States have agreements with prosecuting 
attorneys, other law enforcement agencies, and family or domestic relations courts to carry out the 
Program at the local level. 



Why should I be concerned with Child Support Enforcement? 

To ensure that support money regularly and reliably gets to the children for whom it is destined, 
the Family Support Act of 1988 mandates immediate wage withholding for most new child support 
orders beginning in 1994. (For those cases in which the custodial parent is receiving services 
from the State Child Support Enforcement Program, the effective date for mandatory withholding 
was November 1, 1990.) This new provision of the law will not only have an impact on the Child 
Support Enforcement (CSE) agencies administering the Program but will directly affect most 
employers as welL Employers will be required to withhold wages and remit payments and 
payment information to the CSE agencies. Payments may go directly to custodial parents as well, 
depending on individual States' method of administratioa 



What Is the national initiative for all noncustodial parents in my employ? 

The initiative is known as the Electronic Funds Transfer/Electronic Data Interchange (EFT/EDO Pilot 
Project EFT and EDI technologies are combined in this initiative to electronically transmit both 
payments and payment related data from employers to CSE agencies. Over the past decade, EFT 
has thrived in the financial world and EDI has gained acceptance in virtually all industries as a 
means to transmit purchase orders, shipping information, invoices, and other business documents. 
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How is EFT/EDI technology applicable to child support enforcement? 

Use of electronic funds transfer and data interchange can provide a seamless flow of collections 
and information from employer to the CSE agency and child support recipient The simultaneous 
transmission of wage withholdings and related case data using EFT and EDI will improve both the 
accuracy and speed of child support collections. OCSE in conjunction with the National 
Automated Clearing House Association, bankers, payroll associations, and employers, has 
developed a standard format for transferring both wage withholding payments and the related data 
This standardization should diminish many problems now encountered by employers who must 
respond to multiple States' varying data needs. 



What Is the purpose of the EFT/EDI Pilot Project? 
The purpose of the Project is to: 

e establish, test, and refine the process; and 

• demonstrate how EFT/EDI can boost both State CSE agencies' and employers' 
efficiency in implementing immediate wage withholding, alleviating much of the 
anticipated workload associated with the legislatively mandated, universal application 
of wage withholding to all child support cases. 



Is there any prior experience with EFT/EDI in child support wage withholding? 

Since 1990, OCSE has been sponsoring an EFT demonstration project in Iowa and Nebraska The 
overall assessment of using EFT to deposit employees' child support payments was that the 
benefits exceed the costs. Even though this method of transferring child support payments has a 
very short history, employers believed that the eventual savings, particularly in terms of staff time, 
would greatly exceed the programming costs and operational and logistical problems associated 
with modifying their automated payroll systems. 



What benefits to the employer have been found in the EFT demonstration project? 

Prior to EFT, one employer reported writing individual checks for each affected employee. The 
need to type the check; verify, review arid approve the check amount; enter the information into 
the payroll and/or accounting system; and then mail the checks and other information (e.g., case 
number) to the CSE agency was labor intensive, sometimes costing more to process than the 
amount of the check. Other benefits were reported in faster transmission of information, less room 
for error (e.g., wrong amount typed on the check, loss of the check in the mail), and, for one 
employer, reduced bank charges related to the transactions. 



What are the costs of EFT/EDI to the employer? 

The initial, one-time programming costs necessary to set up their system to accommodate EFT 
appeared to be the greatest cost to employers. When employers-who participated in the 
Iowa/Nebraska demonstration project-were asked to estimate these costs, the estimates ranged 
from a low of approximately $1,600 to a high of about $9,500. This large range in costs most 
likely reflects several factors: 
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• the size of the company; 

• the degree of automation; 

• the extent of the system changes required (less when the payroll system is already 
programmed to perform functions electronically, such as direct deposit of wages to 
employee accounts); and 

• whether the change is being made for all employees whose wages are being 
withheld to meet child support payments, or only a few (e.g., in Nebraska the EFT 
project involved only one county). 

Aside from the programming costs, most of the other direct costs (e.g., ongoing system 
maintenance costs, bank charges) and opportunity costs (e.g., loss of float on the wage 
withholdings) were mentioned by employers as being very minimal. 



What is the incentive for my company to establish EFT/EDI? 

Implementing EFT/EDI will minimize paperwork, enhance the productivity of employees who may be 
child support recipients, and most importantly, will ensure that children do not go without the basic 
necessities of life. 



INFORMATION FOR EMPLOYERS 



Thank you for your interest in participating in the pilot project to implement the national 
standard for direct deposit of child support Nebraska is pleased to be the recipient of 
a federal grant to participate in this national project sponsored by the federal Office of 
Child Support Enforcement and the National Automated Gearing House Association. 
The results of your efforts will not only enable you to directly deposit child support 
payments, but will help other employers to easily take advantage of this new capability. 

Sincerely, 

Mary Ann Miller, Administrator 

Child Support Enforcement 

Nebraska Department of Social Services 



This part of the Implementation Packet describes in general terms the steps to take 
to initiate direct deposit of child support. Please, read this document before 
proceeding with the implementation of direct deposit 

A. Background information about child support withholding 

Federal law requires that employers withhold child support for all new or modified 
child support orders that are collected by Kebraska^Clerks of District Courts. There n 
are now three ways to transfer these funds to the Clerks- Offices: 

Mail a separate check for each employee. 

Mail one check and a list indicating the employee names and the dollar 
amount withheld for each employee. 

Use direct deposit to transfer funds and information electronically to the 
Clerk's bank account. 

Using direct deposit "Direct deposit" (a form of electronic funds transfer) can 
transfer child support directly into the Clerk's account. At the end of each pay 
period, your payroll system can create a file listing the employees and child 
support amounts withheld. The file can then be transferred to your bank which 
will use it to withdraw funds from your account and transfer them to the Clerk 
of the District Court's bank account. 
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Direct deposit benefits employers. Because direct deposit eliminates the need to 
create and mail paper checks, the withholding process is faster and less expen- 
sive. Federal law also requires that, beginning in 1994, jH child support pay- 
ments (including those not handled by the Clerks' offices) be collected through 
income withholding. This law may substantially increase the number of 
employees for whom you must withhold child support Implementing direct 
deposit now will reduce the impact of this future requirement 

Employee permission is not needed. The withholding of child support is mandat- 
ed by court order. However, the mechanism used to transfer those funds to the 
Clerk of the District Court is the choice of the employer. It is not necessary 
to obtain permission from employees before using direct deposit. 

There are three major steps in implementing direct deposit of child support: adapting 
the payroll system, coordinating with your bank, and testing the process. 



B. Programming changes 

To implement direct deposit, your payroll department or your payroll processor will 
need to create a file for your bank to transmit the withheld child support 

The magnitude of changes. Since you are already using direct deposit for other 
payments, changes to your data processing system will probably be minimal. 
However, assistance is available to you or your staff to answer any technical 
questions that arise. 

The issue of record and file structure. Information about the employee, the court 
order, and the payment must be transmitted electronically to the Clerk's bank 
in a specific format National standards have been developed for child support 
direct deposit records and files. A copy of those standards is enclosed for use 
by your payroll staff. 



C. Coordinating with your bank 

Since you are already using direct deposit for other payments, your bank is accustomed 
to receiving electronic tr ansmis sions of information from your company. However, the 
addition of direct deposit of child support raises several new issues for you to discuss 
with your bank. 
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• The bank will need to know about the required format of the child support 
record and file. For example, each employee record will always be followed by 
an addenda record. Your current direct deposit functions may not use addenda 
records. 

• You should discuss the logistics of the transmission with the bank. Will you use 
a modem or a magnetic tape? How often will you make the transmission? 

• Reporting should be discussed. Will you want the bank to prepare a report for 
you showing the information about child support that was transmitted? Is the 
bank currently preparing reports for you for other direct deposit functions or 
will this be a new function? 

We have included a document in this folder called "Information for Your Bank" to use 
when you meet. It will describe the child support withholding process in more detail 
and answer many of the questions the bank will have about this new procedure. 
Enclosed as part of "Information for Your Bank" is an agreement summary sheet to 
help you document the decisions made in your meeting. 



D. Testing the process 

When your payroll staff have finished the necessary changes to your payroll system, 
you will be able to process a test transmission of child support withholding. This must 
be coordinated with your bank. You will need to establish a time and date for the 
transmission and to create test data. Based on the results of this test, some additional 
revisions may need to be made to your payroll system or to the bank's data processing 
system. You should continue to test the process until both you and your bank are 
satisfied that the information is being transferred in a complete and accurate manner. 



E. Conduct prenote 

A one-time process called a "prenote" (prenotification) is often conducted prior to the 
first live transmission as an additional test of the direct deposit process. A prenote 
simulates a future live tr ansmiss ion and contains zeros in the "amount" fields. 
Although a prenote is optional for this type of transmission, it is recommended. 
Additional information about the prenote process is included in "Information for Your 
Programmer." The prenote must take place at least ten days prior to the first live 
transmission. 
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F. Written procedures 

It will be helpful to develop written procedures describing the process of direct 
depositing child support Schedules and steps of the process should be included. 

G. Evaluation form 

Please take a moment to complete and mail the evaluation form enclosed in this 
packet Your comments about the implementation process will help us improve the 
assistance and materials we provide to other employers. 
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INFORMATION FOR PROGRAMMERS 



Recent federal legislation requires employers to withhold more child support payments 
from employees' wages in the coming years. As the number of withheld child support 
payments grows, the demand upon payroll processing staff will grow. The ability to 
transfer these payments by direct deposit will ease processing these payments, particularly 
in the future. 

This part of the Employer Direct Deposit Implementation Packet describes the 
programming requirements for implementing direct deposit of wage withheld child 
support payments. There are four general steps for implementing the direct deposit: 

1. Identify sources of required data, 

2. Modify your payroll system, 

3. Test the new transmission process, 

4. Document the direct deposit process. 

The specific steps necessary to find the necessary data, modify your system to create 
an electronic funds transfer (EFT) file, and transmit that file to your bank, will vary 
depending upon the type of payroll system you have and the method you use to transmit, 
information to your bank. 

At the end of this document you will find detailed descriptions of the record formats 
for sending Automated Clearing House (ACH) transactions, including the Child Support 
Addendum Convention. 



1. Identify Sources of Required Data 

Direct deposit child support payments use the CCD+ (Cash Concentration and 
Disbursement) format which contains one entry detail record and one addenda record 
per payment. Most data will be the same as that which you are currently using for other 
direct deposit applications. However, the layout of the addenda record for child support 
is very specific. The addenda record has an 80 character free form field which will carry 
the specific case information required by the Collection Services Center (CSC) for 
posting the payment. The data required for the addenda record include the following: 
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• The obligor's unique case identifier. You can find this number on the court order 
which requires you to withhold the child support payment. 

• The pay date — the actual date the money will be withheld, equal to the date of 
payroll. 

• The payment amount. 

• The obligor's social security number. 

• The medical support indicator. This is a T or "N" depending upon whether the 
employer's health plan offers dependent medical coverage. 

There are two optional data elements included in the addenda record. They are: 

• The obligor's name. This should be on your computer system, and would be helpful 
for the receiving agency if you are able to include it 

• The Federal Information Process Standard (FIPS) code. While the FIPS code isn't 
actually in use yet, it will be used in the future. You may find it most convenient 
to plan for it now, whether that means building a table to store FTPS codes, or 
creating the space for entering the code. When it becomes necessary in the future, 
the correct FIPS code will be provided on the original court order requiring you 
to withhold the child support. 



2. Modify Your Payroll System 

The modifications necessary will depend upon your payroll system and the method you 
use to transmit files to the bank. 

PPD vs. CCD+ Format 

Many direct deposit transactions take place using the ACH Prearranged Payments and 
Deposits (PPD) format However, direct deposit of child support uses the Cash 
Concentration or Disbursement plus an addenda record (CCD+) format If you are 
not currently using the CCD + format, you will find a few differences in the data required 
for the header and control records. In addition, there is an addenda record which follows 
the entry detail record. We have included a detailed description of the CCD+ format, 
including appropriate default field entries. This description is presented graphically 
along with examples and a blank record you can use as a worksheet 
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One way to analyze what this new process will require of you would be to print out 
a current direct deposit transmission file. You can then use that printout to fill in the 
worksheet for the CCD + format Filling in the worksheets this way will help you identify 
what data elements may not exist in your system, and raise any other issues you may 
need to address. There are some key points to keep in mind: 

1. How will the process retrieve the existing data? 

2. Where will the new data (such as the medical support indicator) be stored? 

3. How will the new process fit into the existing system? For example, will you need 
to generate reports of this transaction? Will you need to provide for other record- 
keeping capabilities? 



3. Test the New Transmission Process 

Once all the pieces are in place, you will want to test the process, including the 
transmission. We suggest the following steps: 

1. Run an in-house test of the new process. 

2. Print out the new file for a visual check. 

3. Arrange a specific time with your bank to send a test transmission with dummy data. 

4. Run another test, this time to transmit to the bank. 

5. Send the transmission to your bank. 

6. Talk with someone at your bank who can verify the transmission, and who can 
actually verify the file. 
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4. Document the Direct Deposit Process 

Once you have tested the process successfully, write the instructions for processing the 
direct deposit to include with your other documentation. If you have a procedure for 
documenting new applications, you will want to follow that, of course. However, if you 
don't have such a procedure you could use the following list 

Include in your documentation: 

1. Where and when in the payroll process the file is created that will be transmitted 
to the bank. 

2. All of the steps involved in creating the file and transmitting it to the bank. 

3. How the bank responds to the transmission — whether the response is a paper report, 
or a phone call verifying the transmission. 

3. What type of records of the transmission — electronic and/or paper — are kept and 
the procedure for storing them. 

4. Contingency plans for different situations, such as when a bank holiday falls on a 
payroll date, or if the transmission doesn't work. 

5. Names and phone numbers of contacts for troubleshooting (Le., the ACH 
representative at the bank). 
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CCD+ FORMAT AND CHILD SUPPORT ADDENDA RECORD 



Data for the ACH File 

The structure of the file and records used for direct deposit of child support will be 
similar to ones you are already sending. That structure is as follows: 



Re Header Record 


seepage 6 




Company/Batch Header Record 


see page 7 




Entry Detail Record 


see page 3 






Addenda Record 


seepages 9-1 1 




Entry Detail Record 


repeating record 






Addenda Record 


repeating record 


: 

j Entry Detail Record 


repeating record 




s 

i 


Addenda Record 


repeating record 




Company/Batch Control Record 


see page 12 


File Control Record 


see page 13 



The pages that follow have detailed descriptions of each of these record formats. Most 
likely you will not need to create all these record files. Often banks will create the 
header and control records, or supply software that will create those records for you- 
However, as you work with the bank to implement direct deposit of child support, it 
may be helpful to know what goes into a CCD+ transaction. 

Along with the record formats, you will find a separate description of the 80 character 
free form field in the Addenda Record which is used to carry the specific child support 
payment information. This description includes data element definitions and format 
requirements. 

All record formats, except for the Addenda Record format, are taken from the 1991 
ACH Rules, published by the National Automated Clearing House Association. Any 
further information you may need should be available from your bank ACH 
representative. 
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INFORMATION FOR BANKS 



More than 6,000 Nebraska employers withhold child support from their employees and 
-mail the payments to Nebraska Clerks of District Courts. It is now possible for those 
employers to use direct deposit to transfer the funds. The employer who is providing 
you with this material wishes to use direct deposit and is requesting your assistance 
during implementation. 

In 1989, more than 41 percent of the child support collected in the United States came 
from employers. Employer withholding is an extremely effective way of collecting 
child support. However, since it represents an additional step for the employer, we 
are always seeking new ways to make the process easier. And, as you know, direct 
deposit is a highly efficient way to move funds from one organization to another. 

Your assistance is requested in the following areas, all of which are described in more 
detail in the materials provided here: 

It may be necessary for you to adapt your data processing system to use the 
mandatory national standards for file and record structure. 

You will need to plan the logistics of direct deposit with the employer. . For 
example, how will you receive the employer's information - over a modem or 
a magnetic tape? 

Once the employer has adapted the payroll system for direct deposit of child 
support, the transaction should be tested using simulated data. An optional 
prenote may also be scheduled. 

We very much appreciate your willingness to help us implement this important new 
method of transferring child support funds. If you need further assistance, the 
employer has the information to contact the appropriate Clerk of the District Court's 
Office. 
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Court-ordered child support makes a major contribution to the well-being 
of millions of children. Employer withholding is one of the most effective 
ways to collect child support. Now Nebraska employers can make those 
payments using direct deposit. 



A, Background information for bankers 

Federal law requires that employers withhold child support for all new or modified 
child support orders that are collected by the State of Nebraska, In the past, 
employers transferred withheld funds by mailing either a single check with a list of 
employees and amounts or a check for each employee to the appropriate Nebraska 
Qerk of the District Court. 

During the past year, direct deposit of child support has been tested with the State of 
Nebraska as an employer. The success of that test has cause the State and federal 
child support authorities to extend this option to other employers. Your assistance is 
needed to implement direct deposit of child support. 

It is important for you to know that direct deposit of child support uses a very specific 
record format based on national standards established by a working group that 
included representatives of the National Automated Clearinghouse Association 
(NACHA). The child suport record is a form of CCD + record and includes an 
addenda record for each entry detail record. The child support format is described 
in the next section of this document to assist your programmers in preparing for direct 
deposit of child support 
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B. Child support withholding record structure 

The structure of the file and records used for direct deposit of child support will be 
similar to ones you are already receiving. The record structure is the one used for 
CCD+ transmissions. That structure is as follows: 



| File Header Record 


see page 6 




Company/Batch Header Record 


see page 7 




Entry Detafl Record 


see page 8 






Addenda Record 


see pages 9-77 




Entry Detail Record 


repeating record 






Addenda Record 


repeating record 




Entry Detail Record 


repeating record 






Addenda Record 


repeating record 




Company/Batch Control Record 


see page 12 


Re Control Record 


seepage 13 _J 



Attached to this document is a copy of the information being provided to progr amm ers 
at employer sites to help them adapt their computer systems to direct desposit of child 
support This information contains very detailed information about the content of 
each field. We suggest that the programmers at your bank review this information, 
especially that describing the contents of the addenda record and the free-form field 
within that record. 



C. Logistical issues 

Attached to this document is a prototype "Employer/Bank Agreement" that can be 
used in your discussions with the employer. It contains space to document your 
discussions on the following points: 

• Main contact at bank and employer's office 

• Typical processing schedule 
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• Transfer format 

• Dates for test, prenote, and first live transmission 

• Charges to the employer 

• Contingency plans in case of failure 



D. Testing the process 

We suggest two. methods of testing the child support direct deposit process. First, the 
employer's programmers should notify the bank when they are ready to send a trial 
file to the bank to verify format, content, and the transfer process. If any problems 
are detected, the test should be repeated as often as necessary to ensure that this 
aspect of the direct deposit process is working smoothly. 

Second, a prenote (although optional for this type of transfer) is suggested. As you 
know, a prenote tests the movement of information through the Automated 
Clearinghouse (ACH) used by your bank. The prenote also tests the presence of the 
destination bank and child support account. The prenote must take place at least 10 
days prior to the first live transmission. 
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Employer/Bank Agreement 
Direct Deposit of ChOd Support 



Contact: bank 



Contact employer 



phone:_ 



phone: 



Technical contact bank 



Technical contact: employer 



phone: 



phone: 



Processing schedule: 



Date of first test: 
Date of prenote: 
Date of first live transmission: 



Transfer format: 

Tape (speed/size) 
Modem (speed/type) 
Other 



Bank fees/charges: 



Contingency plans/Comments: 



Authorized by: 



for bank/date 



for employer/date 
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EMPLOYER EVALUATION 

We would appreciate yew time in fining out this brief questionnaire so that we may help other employers more effectively. 



Employer Name: 
Employer Address; 



Please rate the implementation materials: 



1 = Excellent 2 = Good 3 = Fair 4 = Poor 1 


> = No Opinion 


For the Employer 


1 


2 


3 


4 


5 


For the Programmer 


1 


2 


3 


4 


5 


For the Bank 


1 


2 


3 


4 


5 



Please answer the following questions: 
L Approximately how many hours of time did the implementation require., 
from programmers? t from managers? 



Z Did all the data elements for the addenda record exist in your computer system? yes 
If no, which ones did not exist? 



3. Was it difficult to collect any of these data elements? 
If yes, which ones were a problem? 



yes 



4. Were there any difficulties working with the b ank ? 
If yes, describe: 



yes 



no 



no 



no 



5. What advice or recommendations would you give to other employers who might want to implement direct deposit of child 
support? 



Fold and staple to return to Policy Studies Inc. E^S.* Easy Payment SeMceS 
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EMPLOYER WITHHOLDING 
OF CHILD SUPPORT 



Court-ordered child support makes a major contribution to 
the well-being of millions of children in the United States. 
Employer withholding of court-ordered child support is one 
of the most effective ways to collect support National 
standards for direct deposit of withheld child support have 
been established and are now being tested in four states 
under a federal demonstration project 
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The Magnitude of the Child Support Problem 



Summary: An increasing number of children are being raised in single-parent 
homes because of rising divorce rates and an increasing number of 
births to single parents. Unless these children receive financial support 
from the absent parent, they are likely to grow up in poverty. 



An increasing number of children in the United States are being raised in 
single-parent households. Unless adequate child support is both ordered and collected 
from the absent parent, these families - and the children in them - have diminished 
standards of living, increased poverty rates, and excessive rates of dependency on 
welfare programs. 

Both rising divorce rates and an increase in out-of-wedlock births have caused 
a substantial number of children in the United States to be raised in single-parent 
households. With only one wage-earner in the household, the money available to 
support the family is reduced. 

To make matters worse, the majority of custodial parents are women. Women, 
on average, still earn slightly more than 60 percent as much as men in comparable 
jobs. Alimony settlements are now very rare. Furthermore, studies have shown that 
after a divorce, the relative standard of living for the custodial parent declines 
substantially over time. Child support plays a critical role in ensuring that children in 
single-parent households maintain an adequate standard of living. 

Statistics: 1 In 1989 ...155 million children under the age of 18 lived with only one 
parent, an increase of 89 percent over the number in 1970. Eighty-eight 
percent of the parents in these households were female. 

. . . More than one out of every five children under 18 in the United 
States lived in a family where the mother was never married or the 
father was absent because of death, divorce, or separation. 

— 43 percent of the 7.4 million families maintained solely by a mother 
with children under 18 had incomes below the poverty line. Almost 10 
percent of those mothers worked full-time year-round. 
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The Difference Between 
Support Ordered and Support Collected 



Summary: Not all custodial parents have child support orders. Even when child 
support is ordered by the courts, it is often only partially paid or not 
paid at all. 

Despite the importance of child support in ensuring an adequate standard of 
living for millions of children in the United States, not all custodial parents have child 
support orders. There are several reasons for the absence of support orders: the 
custodial parent failed to seek one, the non-custodial parent could not be located, 
paternity was not or could not be established, or the parents have only separated and 
have not gone through a formal divorce proceeding. These circumstances leave many 
children without adequate financial resources. 

Even when child support is ordered, it is often not paid. One study indicated 
that fewer than half of custodial parents receive the full support ordered. The other 
half of the custodial parents are about evenly divided between those who receive no 
support at all and those who receive only partial payments. 

Furthermore, many orders are so low that they do not make a significant 
contribution to the child's support Thus, even when child support is fully paid, the 
child may still be living below the poverty line. 



Statistics: In 1987, only 41 percent of women eligible for child support had support 
orders. 

In that same year, of the women who had support orders, 25 percent 
received less than was owed and 24 percent received no support at all. 2 

When studies of the true costs of raising children are compared to the 
amount of child support ordered by courts, the results indicate that the 
amount owed as a national average should have been more than twice 
what was actually ordered ($27.5 billion versus $10.9 billion in 1985). 3 
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The Consequences of the Child Support Problem 

Summary: The child support problem has both social and financial costs for all 

SS^E U £ tCd StateS * mtn cMd su PP° rt * not ord ^ed or 
paid, children suffer in many ways and the custodial parent is more 
wcely to turn to public assistance programs for help. 

T ° cora P ensa _ te for Ioss of the income, of the absent parent, heads of manv 

toSZEST h °T h0 ^ "J 10 pubUc For sample, the majoriwTf 

households using the Aid to Families with Dependent Children program (AFDC) are 
P^cipatmg because of the absence of a parent due to divorce, desertion, or no* 

toSTn 7 * 0n PUbUC h3S Sbifted *" burden ^ famfly Lpdrt 

n^w Parent 411(1 onto **W ^ tax dollars. FurtSre 

p^cipation in public assastance programs can bring families into the weU-docurnTnted 
cycle of diminished self-reliance that can extend into subsequent generations 

The lack of support from absent parents has a less obvious but also imDortant 

"uThoTd^rt ° f ^ f WClL FmandaI1 y ~ heaSS P p°S 

StafSS , C SeC< ? nd 311(1 j0bs 111 311 atten, P t t0 raise their stands of 

lo^ne^?^ e ? P i 0ymeDt *** 011510(1131 P»«* awa y from the family for 
long periods of time, which creates an additional stress on children. 

nnnr J^' Party as a result of the child support problem, children are becoming 
poor at much greater rates than other groups in the United States population! Tml 
poverty places their future education, health, and employment potent serious £k 

Statistics: One study indicated that more than 85 percent of households on AFDC 
are using it because of the loss of an absent parent's income. 4 

From 1969 to 1987, the countr/s overall poverty rate increased from 
12.1 percent to 135 percent During the same period the poverty rate 
for children increased from 13.8 percent to 20.4 percent 5 
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Government Involvement in Child Support Collection 



Summary: Due to the importance and complexity of the child support problem, the 
federal government became involved in the collection of child support 
about fifteen years ago. Each state is required to maintain a child 
support enforcement program that has as one of its responsibilities the 
collection and disbursement of child support. Since it was founded, the 
child support enforcement program has grown substantially. 



In 1975, federal legislation created the Child Support Enforcement program, 
also called the "IV-D program" after the section of law that authorized it Basic 
responsibility for administering the program lies with the states, but the federal Office 
of Child Support Enforcement (OCSE) retains a funding, monitoring, and evaluation 
role. At the state level, the IV-D program performs the following services: 
establishing paternity, locating absent parents, establishing support orders, as well as 
collecting and disbursing payments. 

All families on AFDC are required by law to use the services of the IV-D 
program. In addition, an increasing number of non-AFDC custodial parents are 
requesting IV-D program assistance. 

Statistics: 6 In 1990 ... $1.6 billion dollars was spent in the United States to collect 
$6.0 billion dollars worth of child support 

. . . About two-thirds of the amount collected was collected on behalf of 
non-welfare clients. 

. . . Payments were collected for more than 2 million individual cases 
nationwide. 

OCSE figures indicate that the amount of support collected increased 
by 117 percent in the period from 1978 to 1987. 



The Use of Employer Withholding 



Summary: The withholding of child support from employee paychecks has proven 
to be one of the most effective ways to collect child support 

"Wage withholding" is the term used within the child support world to describe 
a process where support is withheld from employee paychecks by employers who then 
forward it to the agency or court that is responsible for distributing it to custodial 
parents. 

Wage withholding, sometimes referred to as "garnishment," was originally 
introduced as a method of collecting delinquent child support Public Law 98-378 
(1984) required that states: 

o Initiate wage withholding for all cases administered by the IV-D 
program when an arrearage accumulates that is equal to one month of 
support. 

o Include in all new or modified court orders for support a provision that 
allows the use of wage withholding when a one-month arrearage occurs. 
This second requirement was added to allow wage withholding even in 
cases not administered by the IV-D program. 

Statistics: In fiscal year 1989, 42 percent of all non-welfare child support and 39 
percent of all welfare child support was collected through wage 
withholding. 
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Why Employer Withholding Will Increase 



Summary: The success of employer withholding of child support for certain types 
of support orders led the federal government to require it for almost all 
other types of orders as well. Federal laws passed in 1988 have 
substantially increased, and will continue to increase, the number of 
support orders that must be collected through employer wage withhold- 
ing. 



Wage withholding proved to be a highly successful as a method of collecting 
arrearage balances. For that reason, it was added in Public Law 100-485 (1988) as a 
standard child support collection method for cases administered through the TV-D 
program. In fact the law requires the use of wage withholding for: 

o In 1990: all new or modified orders administered by the IV-D program, 
regardless of whether there is an arrearage balance 

o In 1994: all new or modified child support orders Or cases not adminis- 
tered by the IV-D agency 

These requirements have already substantially increased the number of cases 
for which employers must withhold child support The requirement that will take 
effect in 1994 will have an even greater effect on employers because it will greatly 
increase the number of cases involved. 



Statistics: The exact number of wage withholding cases that will be added by these 
regulations is difficult to estimate. Several major factors can affect the 
use of wage withholding, including whether state law and practice 
encourages the effective use of wage withholding, and the proportion of 
IV-D versus non-IV-D cases. In some states, the number of non-IV-D 
cases is probably equal to the IV-D cases already subject to these 
requirements. In other states, like Michigan, nearly all child support 
cases are already administered within the IV-D program. 
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The Rights and Responsibilities of Employers 



Summary: Employers have certain well-defined rights and responsibilities in the 
wage withholding process that are defined in federal law. 

The various federal laws that govern the wage withholding process stipulate that 
the employermust: 7 

o Upon receipt of a notice, begin withholding no later than the first pay 
period that occurs after 14 days following the date the notice was 
•mailed. 

o -Forward the payment to the designated agency within 10 days of the 
•data on which the employee was paid. 

o Notify the court or agency that issued the order when an employee 
leaves that employer so that the new employer can be sought 

o Take no retaliation against employees for whom child support is 
withheld (although the employer can charge the employee a fee for 
administrative costs). 

o Be liable for support amounts not withheld as directed. 

o Apply the guidelines of the Federal Consumer Credit Protection Act to 
ensure that the amount withheld does not exceed a certain percentage 
of disposable income. 
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Why and How Direct Deposit Will Help Employers 



Summary: National standards have recently been established for direct deposit of 
child support payments from employers and are being tested in a pilot 
project in four states. 

The concept of using direct deposit, a form of electronic funds transfer, to 
transfer child support payments has already been tested on a limited basis as pan of 
a federal demonstration project It proved to be an efficient method for both the 
employers and the agencies. 

To permit a broader test of this payment method, it was necessary to develop 
national standards to ensure that employers could use one consistent method to 
prepare and send payments electronically to all participating child support collection 
entities in the country. In 1991, national standards were developed by a committee 
that included representatives from government, national employers, payroll processors, 
and the banking industry. These standards describe the format and contents of the 
electronic file used to transfer funds from the employer to the agencies and courts in 
the pilot project states through an Automated Clearinghouse (ACH). 

In the past, employers withholding child support had two options for payment: 
create one check per IV-D agency/court and mail it with a list of employees and the 
amounts qt create one check for each employee and agency/court, sort them, and mail 
them to the proper destination. For a major national employer making payments to 
agencies in many states and counties, either process was quite time-consuming. 

Now employers can use direct deposit to make child support payments to many 
of the receipting agencies in the pilot project states. Other agencies/courts will be 
able to accept direct deposit payments in the future. Direct deposit has the following 
advantages for employers: 

o It is not necessary to create and mail paper checks and lists 

o Once an employer's computer (or that of his/her payroll processing 
company) is adapted to child support direct deposit, the process will 
occur automatically each time payroll is run 

o Once an electronic file is created for each employee containing the 
amount and destination of payments, no further action is needed. 
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